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"7 ee GREATEST LITTLE ‘BANK 
IN THE WORLD” 


COMBINATION LOCK FEATURE FACE NUMERAL DIAL HOLDS 50 DIMES 


This little bank (Pat. Aug. 31, 1915), together with our distribution plan which we give 
gratis, has built up the savings “departments of hundreds of banks throughout the country. 
What it has done for others it will do for you. 


Seventy thousand of these pocket dime banks are being used by one Chicago bank to 
eliminate waste in obtaining savings accounts with most remarkable success. ; 
A New England banker wrote us in June— “We have used 58,000 of 


your dime banks. Since May Ist, 1914, our savings department has 
grown in deposits 196%.”” 


A Pittsburgh, Pa., banker wrote us about the same time—“‘Since we 
began using the banks, December 18, 1914, there have been 2,228 banks 
brought in, the total deposits amounting to ‘$9,337. 08. Additional money 
is deposited with the dimes that the banks contain. 


A banker in a town of 2,500 population in Illinois recently wrote—‘‘Of 
the 500 pocket dime banks which we ordered from you, nearly 350 are now 
out and working for us. We have found them a great help in obtainin 
savings accounts, and have opened 100 savings accounts in the last 96 
days with these banks.” 


t =k 
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and the elimination of waste in doing so. 


It is advisable that you write immediately for exclusive use in your city 


PARISIAN NOVELTY COMPANY 


(Maker of high-class Advertising Specialties 


141-151 W. 22nd St. CHICAGO 


FIRST SAFETY ALWAYS 
ACCURATE, CONSERVATIVE, PROVABLE, GUARANTEED 


APPRAISEMENTS 


CLEVELAND 
MILWAUK New oo Bldg. 
Caley Abbott Bldg. CINCINNAT 


ST.LOUIS First Nat’ i Bank Bldg. 
Pierce Bldg. PECOGNIZED Oy ae mics “9 PHYSICAL VALVES INDIANAPOLIS 
DETROIT = 3434 Salem St. 


Buhl Block CAPPRAI Ss ERS | B NGI NEE RS 5 on TORONTO: Bank Bidg. 


General Offices: 1124 to 1128 Wilson Avenue, Chicago 





BAKER, VAWTER & WOLF 


AUDITORS— INVESTIGATORS —APPRAISERS 
DEVISERS OF FINANCIAL AND COST SYSTEMS 


CHICAGO DES MOINES MUSKOGEE HOUSTON 
INDIANAPOLIS LOS ANGELES WICHITA SHREVEPORT 
NEW YORK OKLAHOMA CITY DALLAS 


TELEPHONE GENERAL OFFICES 
CENTRAL 4518 TRIBUNE BUILDING CHICAGO 





Advertise in THE RAND McNALLY BANKERS’ MONTHLY. 





The RAND-McNALLY 


BANKERS’ MONTHLY 


ESTABLISHED 1883 


[Volume 33 | JANUARY, 1916 | Number 1 | 











CONTENTS OF THIS ISSUE 


Greater Opportunity for Service . . . . . . . . Editorial 
Cotton Crop is Below the Average ... . . . . Editorial 
Experimental Stage of Federal Reserve . . . James B. Forgan 
Liquidating American Holdings . . . . . . ... 

Activity in the Steel Industry ‘ 5 : 
Suggestions for Rural-Credits Legislation . . Myron T. Herrick 
Songs of Sane Patriotism . ...... . . . . Poetry 
Some Business Problems of To-day . . . . Edward N. Hurley 
Financing America’s Foreign Trade . . Frederick Boyd Stevenson 
How Can Railway Regulation Be Strengthened? . A. J. County 
Influence of Spanish Language in Foreign Trade . John Clausen 
Teeteeuttinme . .- «++ ss & & « © sine oR 
What the Federal Reserve is Accomplishing . . E. D. Hulbert 





The Financial and Business Situation . . . Frank M. Huston 


Bankers’ Association News 





American Institute of Banking News 
Explains Clearing Plan . 
Notes of Interest to Bankers . 


Bits of Gossip of Books and Authors 


Commercial Attorneys 








DE LUXE TRAY BINDERS 


For Bank Ledger and Statement Work 
on Posting Machines 


HERE ARE SOME OF ITS ADVANTAGES OVER THE OLD 
pda 7. STYLE, TELESCOPING POST BINDERS IN WHICH 
re & THE SHEETS ARE LOCKED BY COMPRESSION. 


SPEED—Leaves can be removed from the binder, 
posted and returned to their proper places, with much less 
effort and in less time, because the Tray Binder holds the 
leaves apart at the bottom and prevents them from 
sagging and binding against each other. 


ONE HAND OPERATION—The finding, removing and 
replacing of the leaves in the De Luxe Tray Binder is a 
2—Sh : ‘ one hand operation, leaving the other hand free to handle 
ze own °o cover r + > > b 2 
sn rin a ak ere ‘ela te the checks, deposit tickets, etc., from which the posting 
hold the leaves in alignment. is done. 


LEAVES CANNOT FALL OUT OF BINDER—The 
leaves, being locked in the binder by the locking post in- 
serted thru the solid round punching in the sheets, can never 
be spilled out of the binder if it is accidentally dropped. 


LEAVES LOCKED IN OFFSET POSITION—The 
leaves are locked in the offset position so when you fut 
your ledger away at night, you can be sure that they will 
not be pushed or jogged out of place. 


3 —Showing part of leaves shifted to NO KEY REQUIRED—You don’t need a key, either 
a receiving tray after post- for locking or unlocking — you simply place the binder in 
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top cover and you are ready to post. 
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holds the sheets securely whether in locked> 
regular or offset position. F 


PLEASE SEND FOR OUR COMPLETE CATALOG 
OF SUPPLIES FOR MACHINE BOOKKEEPING 


WILSON - JONES 
LOOSE LEAF Co. 


5—Placing bottom cover on top cover 3021 CARROLL AVENUE 
Ba cckiloren ds dateesee CHICAGO ILLINOIS 


Advertise in THE RAND-McNALLY BANKERS’ MONTHLY 





EE POT RE T - 


EE ORR) eT eRREREETETES 


OEE REE AER TLIO ERNIE AR 


EA RES GOIN TEE 


THE RAND-McNALLY BANKERS’ MONTHLY ADVERTISERS 5 


THE ANNALIST $4.00 } | our price 


if you fill in 
A weekly review of the financial world the order 


form and 


THE REVIEW OF REVIEWS $300\eU"05" 


Two appropriate magazines of interest to the business men, in 
combination, one year for $4.00. They may be sent to the 
same address, or separate ones, as the subscriber wishes. 


The Review of Reviews isa valuable monthly magazine for 
busy men and women. Character sketches of the people who 
are making history, in addition to noteworthy reviews of the 
important articles in the other magazines are distinctive fea- 
tures of this famous monthly. 


The Annalist, published by The New York Times Company 


every Monday morning, 


A monthly survey of what is going on in the world 


Offers authentic quotations on unlisted and inactive listed 
securities. 


the immediate effect of the war on trade. 


methods in progress to-day for building up new 
trade. 


banking problems from every viewpoint. 


the absorbing story of War Finance. 


bank clearings, stock market averages, New York 
Stock Exchange transactions, weekly state- 
ments, and news of the Federal Reserve banks. 


the Annals of the Nation’s Progress in Wealth. 
THE REVIEW OF REVIEWS COMPANY 


The Review of Reviews Company 
30 Irving Place, New York City 


Enclosed find Four Dollars for which you will send for one year 
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| H. M. BYLLESBY & Go., ENGINEERS 


EXAMINATIONS AND REPORTS 
CONT’L & COM’L BANK BLDG. CHICAG 


LONDON & SOUTH || | 
THE UNION OF LONDON | |iwesteRN BANK, LiMiTED, | | 
& SMITHS BANK, Limited LONDON, ENGLAND | 


Head Office, 2 Princes Street, LONDON, England 


ESTABLISHED 1862 i 
STERLING { 

. Authorized Capital - - - - - £25,000,000 
Subscribed Capital - - - - £22,934,100 
Paid up Capital £3,554,785 
Reserve Fund £1,150,000 Capital (Paid up) - - - $6,000,000 


Deposit & Current Accounts Reserve $6,750,000 
30th , 1915 £48,994,683 ; 
_ Total Resources =- = $137,500,000 


Capital (Subscribed) - $15,000,000 | 


SIR FELIX SCHUSTER, Bart. LINDSAY ERIC SMITH 


Governor Deputy Governor 


‘natn tee =| eae All descriptions of Home and 
Foreign Banking Transacted 


and Towns in the United ‘a - Correspondents 


throughout the World. =: : i CORRESPONDENCE INVITED 
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| 
| 
a | 
| 
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Head Office:— 


39 Threadneedle Street, London, E. C. 
(@—1.) 









Head Office, 5 Threadneedle St. 
LONDON, E. C., ENGLAND 
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Soaverient Seems - = $50,000,000.00 

ubscribed Capital - - - $43,750,000.00 i j — 
hiatus. - - ae Subscribed Capital $114,739,020 
Reserve Fund - - - = $4,000,000.00 


Paid-up . - - 23,903,960 
Reserve Fund - - - = 20,000,000 
Deposits - + + + 676,378,890 










30th June, 1914 


Amounts due on Deposit 
and other Accounts } $204,944,960.00 


Cash in Hand, at Call, 
and at short Notice \ $64,326,250.00 


Investments - - - = - $26,848,065.00 
Bills of Exchange,Advan- \ $126,520,645.00 









OVER 1,000 OFFICES IN ENGLAND AND WALES 


ces and other Securities 













—_ Foreign Branch Office, Finch Lane, London, E. C. 
The Bank has Upwards of 500 Offices in the ? Principal Telegraphic Address: Cinnaforex, London. 

Cities and we of England, Wales 
Channel lends ee a ee ne re 
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THE CHASE NATIONAL BANK 


of the City of New York 
57 Broadway 


UNITED STATES DEPOSITORY 


Capital - - - 


Surplus and Profits (Encned - - 
Deposits - - - - = = 


- - §$ 5,000,000 
9,911,000 
267,015,000 


ro - ™= 


OFFICERS 
A. BARTON HEPBURN, Chairman 


ALBERT H. WIGGIN, ag 


SAMUEL H. MILLER, Vice-President 
EDWARD R. TINKER, Vice-President 
CARL J. SCHMIDLAPP, Vice-President 
ALFRED C. ANDREWS, Cashier 
CHARLES C. SLADE, Asst. Cashier 


DWIN A. LEE, Asst. Cashier 
WILLIAM E. PURDY, Asst. Cashier 
CHARLES D. SMITH, Asst. Cashier 
WILLIAM P. HOLLY, Asst. Cashier 
GEORGE H. SAYLOR, Asst. Cashier 


M. HADDEN HOWELL, Asst. Cashier 
DIRECTORS 


HENRY W. wen 
a S J. HIL 
- BARTON HEPBURN 


ALBERT H. WIGGIN 
GEORGE F. BAKER, Jr. GUY E. TRIPP 
FRANCIS L. HINE 


JOHN J. MITCHELL 


WE RECEIVE ACCOUNTS OF 


Banks, Bankers, Corporations, Firms or Individuals, on favorable terms, and shall be pleased 
to meet or correspond with those who contemplate making changes or opening new accounts. 


FOREIGN EXCHANGE DEPARTMENT 


Capital and Surplus $10,000,000 


COMMERCIAL 
FARM LOAN 


ESTABLISHED 1857 


DEPARTMENTS 


- SAVINGS - TRUST - BOND 
- FOREIGN EXCHANGE 


THE CHARACTER OF THIS BANK IS REFLECTED IN THE 
PERSONNEL OF ITS BOARD OF DIRECTORS 


FRANK H. ARMSTRONG, President Reid, Mur- 
doch & Company. 


ENOS M. BARTON, Chairman Board of Directors 
Western Electric Company. 

CL: a A. BURLEY, Attorney and Capi- 
talist. 

HENRY P. CROWELL, President Quaker Oats 
Company. 

WILLIAM A. GARDNER, President Chicago & 
North Western Railway Company. 

EDMUND D. HULBERT, Vice-President. 


CHAUNCEY KEEP, Trustee Marshall Field 
Estate. 


CYRUS H. MeCORMICK, President Inter- 
national Harvester Company. 

SEYMOUR MORRIS, Trustee L. Z. Leiter Estate. 

JOHN S. RUNNELLS, President Pullman Com- 
pany. 

EDWARD L. RYERSON, Chairman Board of 
Directors Joseph T. Ryerson & Son. 

JOHN G. SHEDD, President Marshall Field & 
Company. 

ORSON SMITH, President. 

ALBERT A. SPRAGUE, II, President Sprague, 
Warner & Company. 

MOSES J. WENTWORTH, Capitalist. 
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SAFEGUARDING 
YOUR INVESTMENT 


NDERNEATH the ground, where there 

are numberless destructive influences 
constantly at work and where long life is most 
essential because of the difficulty and expense 
of tearing up and replacing pavements — there 





furnishes a perpetual safeguard for_water-main 
investment. 

With a continuous service record of over 250 
years, Cast Iron Pipe has become the standard 
for water and gas mains in all principal cities 
throughout the world. 

The use of other kinds of pipe has proved an 
unfortunate and expensive experiment. 


The following makers oy Cast Iron Pipe and Fittings 
are independent of each other and competitors. Inquiries may 
be sent to any or all of these with assurance of prompt and 
full response: 


U. S. Cast Iron Pipe & Foundry Co. Donaldson Iron Co. 
Philadelphia, Pa. Emaus, Lehigh Co., Pa. 


American Cast Iron Pipe Co. Glamorgan Pipe & Foundry Co. 


Birmingham, Ala. Lynchburg, Va. 
James B. Clow & Sons Lynchburg Foundry Co. 
Chicago, IIl. Lynchburg, Va. 


Massillon Iron & Steel Co., Massillon, Ohio 
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BANK OF BUFFALO 


BUFFALO, N.Y. 


CAPITAL - - - $ 1,000,000.v0 
SURPLUS. 1,.000,¢00.00 
TOTAL RESOURCES ‘OVER 16.000,000.00 
E. C. McDougal, Pre sident 

Laurence D. Rumsey . . Vice-President 
John L. Daniels . . « Cashier 
Louis C. Olden 







Rober, KX. Toot ° 
; halpn Cre 
- . Assistant Cashier Charies 1° 


‘ Vice-President 
ae Assistant to President 
4 pplecy . « . Assistant Cashier 


WE INVITE YOUR BUFFALO BUSINESS 


The Rand-McNally Bankers’ Monthly 


A Financial Magazine Devoted to the Interests of Banks, Bankers, 
Brokers, Investors, and General Commerce. 





Subscription Price, $2.00 a Year Entered at Chicago Post Office as Second-Class Mail Matter 


PUBLISHED BY 
RAND McNALLY & CO. - —Chicago,, il. 


Advertising Rates Furnished upon Application: J 
Copyright, 1916, by Rand McNally & Co. -~ 715228 oO 
GREATER OPPORTUNITY FOR SE VICE’ 


NOTHER OF THE country’s leading bankers has received Fee- 

A ognition in a much earned promotion. James B. Forgan, who is 
recognized as one of the foremost bankers, has shifted a part of his 
executive duties as the head of the First National Bank and the First Trust 
& Savings Bank of Chicago, to younger shoulders and as the chairman of 
the board of directors of the two institutions will be afforded a larger 
opportunity for service, not only to the bank but to the country as a whole. 
In the selection of Frank O. Wetmore to succeed him as president of 
the First National Bank and Emile K. Boisot as president of the First Trust 
& Savings Bank, Mr. Forgan and his associates in the directorate of the two 
banks have picked lieutenants who are not only thoroughly trained in bank- 
ing but have had drilled into them the sound principles of banking and the 
policies promulgated by Mr. Forgan, through his long banking career. Mr. 
Wetmore is an exceptionally capable commercial banker and Mr. Boisot is 
recognized as one of the leading investment bankers of the West. People 
generally and especially business men, intent upon their own affairs, rarely 
stop to realize the impending force in the developments for better banking 
and better business. Chicago has occupied a commanding position in the 
banking world in the last few years in that it has been the leading factor 
in the development of commercial banking, which has expanded by leaps 
and bounds. This is natural because Chicago is the heart of the great 
commercial and industrial activities of the United States and because of 
its geographical position its railroad supremacy necessarily is in close touch 
with the industrial and commercial empire of America. 





Few people realize 
(9) 
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that Chicago is the greatest railroad center in the world, yet this is true. 
This makes its banking system exceedingly important. Chicago is to the 
great commercial, manufacturing and agricultural interests of this country 
what New York is to the great importing and exporting interests of the 
United States. o. ' 

In view of this fact -it is of interest to call attention, for a moment, to 
the part that the Chicago banking system has played in the development 
of the banking system of the country. Out of the crash that came with 
the failure of the old Chicago National Bank there developed a supervision 
of banks under the direction of the Clearing House and independent of 
governmental and state supervision. While this was supposed to be sup- 
plemental to the regular governmental supervision it developed into a 
supervision of prime importance, because of the fact that the clearing 
house examiner was able to keep closer touch upon the condition of the 
individual banks that were members of the Clearing House or cleared 
through members than either the state or government examiners could 
possibly do. 

So important did this clearing house examination system become and 
so practical was its working as developed under the direction of Mr. For- 
gan, the chairman of the Clearing House Committee, that the system was 
subsequently adopted by the leading clearing houses of the country. The 
idea was suggested by W. T. Fenton, vice-president of the National Bank 
of the Republic, and Mr. Forgan and his associates on the Clearing House 
Committee were quick to recognize the value of this suggestion, and 
adopted it, finding opportunity for a practical demonstration of its value 
in the experiences attendant upon the suspension of the Walsh banks, 
which were liquidated without the loss of a single dollar to the depositors 
of the three institutions, an outcome utterly impossible without full super- 
vision and a knowledge on the part of the Clearing House Committze of 
the value of the assets of the banks in trouble. 

As chairman of the board of the First National and its allied institu- 
tions, Mr. Forgan will have greater opportunity for the development of 
ideas along the lines of sound banking. He declines to consider this change 
in official position as anything but an ‘‘earned promotion.’’ He has shifted 
much of the routine of the position as executive head of the institution to 
younger shoulders but he is still the executive head and in an advisory 
capacity will be in a position to strengthen the younger men, should they 
need such support. 





COTTON CROP IS BELOW THE AVERAGE 


HE CROP REPORTING BOARD of the Bureau of Crop 
T Estimates of the United States Department of Agriculture esti- 
mates, from reports of correspondents and agents that the total 
production of cotton in the United States for the season 1915-16 will amount 
to 11,161,000 bales, compared with 16,134,930 in 1914; 14,156,486 in 1913 
and a five-year average of 13,033,235 bales, not including linters. 
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EXPERIMENTAL STAGE OF FEDERAL 
RESERVE 


BY JAMES B. FORGAN 


President of the First National Bank of Chicago, chairman of the Chicago Clearing 
House and member of the Federal Reserve Advisory Board 


HE FEDERAL RESERVE BANK system, inaugurated 

a little more than a year ago, has not yet advanced beyond 

the experimental stage of its existence. As might be expected, 

the first year has been beset with such difficulties as may be 

looked for in connection with the inauguration of any new system. But 

aside from these it has encountered exceptional difficulties resulting from 
the unusual and extraordinary financial conditions that have prevailed. 

The reduction in the legal reserve requirements of the member banks, 

which became effective simultaneously with the opening of the Federal ' 

Reserve Banks, released something like $500,000,000, and created a surplus 

legal reserve in the National Banks of that amount, available to them as 

the basis of an enormous expansion of credit. This fund has been steadily 

augmented by gold importations resulting from the balance of trade with 

Europe turning so largely in our favor. The curtailment of imports and 

the large increase in exports together with the stopping of the large ex- 

penditures by American travelers in Europe, because of the European war, 


are responsible for the accumulation of gold and consequently of loanable 
funds in this country. 


Result of Accumulation of Lawful Money 


The result of this accumulation of gold and lawful money in the national 
banks has been an expansion in their loans from $7,350,000,000 on Dee. 31, 
1914, to $7,981,000,000 on Sept. 2, 1915, and a corresponding increase in 
their deposits from $6,416,000,000 to $7,423,000,000 on the same dates— 
an expansion in nine months of $631,000,000 in loans and an increase in 
deposits of $1,007,000,000. The last published figures available are those 
of September 2d. Those of the last call on November 10th, when published, 
will undoubtedly show a still further large expansion of both loans and 
deposits. 

Notwithstanding this enormous expansion the surplus legal reserves 
held by the national banks on the former date was $550,000,000, while on 


(11) 
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the latter date it was $868,000,000, an increase of $318,000,000, showing 
that they have not only not yet encroached on the fund released to them 
by the reduction in their legal reserve requirements, but have steadily 
added to their surplus reserves since the Federal Reserve Act became 
operative. Still further accumulations of reserve money may be anticipated 
irom the same causes and from the same sources, aifording the expecta 
tien for a stil! further expansion of banking credits on a large scale. 


Limitations on Our Business Expansion 


The present condition and trend of general business adds force to this 
expectation and leads to a conviction that a period of business expansion 
has commenced in this country which will last as long as the European 
belligerent countries can find the means of settling for our exports to 
them, either by cash payments or by deferred credits. Under these condi- 
tions and so long as they may last, the Federal Reserve Banks will have 
small opportunity to exercise their chief functions—those of rediscounting 
for their member banks and furnishing the ecireulating medium of the 
country based on current commercial paper. On the contrary, except in 
the southern districts, where somewhat different conditions prevail, the 
member banks have found it impossible to keep their own funds employed, 
with the result that discount rates at the larger centers have been abnor- 
mally low and for some time past there has been no profit in discounting 
paper at the open market rates. 

Confining ourselves to our own Seventh district, Chicago, we have in 
Iowa an illustration of the legitimate use of the rediscounting function of 
the Federal Reserve Bank. It may be said that it is the misfortune of 
Iowa that it should be the only state in the district so far to afford the 
illustration and unfortunate for the Federal Reserve Bank of the district 
that it is so. As I understand it, when the Iowa large corn crop, which 
promised so well, came to be harvested it was found that a considerable 
part of it had not properly matured and ripened and was therefore un- 
merchantable. Instead, therefore, of realizing cash on this portion of their 
crop, the Iowa farmers:had to feed it to cattle and to buy the cattle. This 
entailed not only a disappointing shrinkage in the eash coming in, but 
caused a demand for credit by the farmers to buy the cattle. 
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How Iowa Banks Met This Sudden Demand 





Iowa banks have met this sudden and unexpected demand for eredit 
by availing themselves of their rediscounting privileges at the Federal 
Reserve Bank of Chicago, with the result that at least 70 per cent of the 
current rediscounts held by that bank are in the form of farmers’ notes 
taken from Iowa banks for the purpose of supplying the legitimate, if 
unfortunate, demand for eredit created by the conditions [ have described. 

When there exists over the entire district as good a demand for credit 
beyond the capacity of the local banks to supply, as now exists in this 
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state, which would by no means be an unusual or abnormal condition at 
this season of the year, our Federal Reserve Bank.will have a better and 
broader opportunity of exercising its proper functions and its benefits will 
be better appreciated. 


Discusses the Policy of Rediscounting 


This leads to the question of how far the Federal Reserve banks should 
go in investing their funds and in rediscounting for their member banks 
under what might be termed normal conditions, or in such abnormally easy 
conditions as have existed ever since the Federal Reserve banks were 
started. We will not at present discuss the question of how far they should 
go when monetary conditions become abnormally close. Let us hope that 
when that time comes again, as come it will, they will be equal to the 
emergeney and, incidentally, let me say that I believe most, if not all of 
them, will. 

Under normal, or even under abnormally easy conditions, it is my 
opinion that the Federal Reserve banks should keep as much of their funds 
invested as will afford them an income sufficient to enable them to pay 
their expenses, including their cumulative six per cent dividends, on their 
capital stock. This they could do with greater ease had they less paid-in 
capital, and I am in favor of the reduction by two-thirds of their present 
paid-in capital, leaving their subscribed capital and the double liability 
thereon to stand as it is. This was first proposed by our Ninth District 
Federal Reserve Agent, Mr. Bosworth, and has since been endorsed, I be- 
lieve, by the other Federal Reserve agents and by the governors and has 
been recommended by the Federal Advisory Council. 


How to Best Conserve Their Resources 


The less they have to keep invested in normal times to cover their ex- 
penses and dividends the better can they conserve their resources and 
maintain their strength for the exercise of their functions in emergencies. 
It is incontrovertible that when their member banks can with ease supply 
all existing legitimate demands for credit as with few exceptions they 
have this year been in a position to do, there exists very little use for the 
Federal Reserve banks and practically all the loaning they do to the extent 
they do any, is done in competition with their member banks and aggra- 
vates the abnormality of the situation. 

Notwithstanding this we must remember they are our banks, and while 
we dislike to have our own money used by them in competition with us 
and it would be most unjust that it should be so used, beyond the limit to 
which it seems to be in our own interest to permit it, I am of the opinion 
we should not object to their, in some way, investing enough of their 


funds to afford them an income sufficient to cover their expenses and 
dividends. 
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The Federal Reserve Bank of Chicago is gradually working to that 
point and it is in the interest of us all that it should get there as soon as 
practicable. We cannot afford to have these banks, the custodians of our 
cash reserves, limping along and creating the impression in the minds of 
our own public as well as in the minds of our foreign banking competitors 
that the Federal Reserve system is a failure or at best a weak institution. 
This must be the impression created so long as they are not operating on 
a paying basis and we cannot afford to have it so. 


Why the Banks Should Be Profitable 


The amount each Federal Reserve Bank must keep invested in order 
to meet their expenses and pay their dividends is comparatively insignifi- 
eant. It does not exceed the amount of the investments of an ordinary 
city bank of moderate size. When the investments of the Federal Reserve 
banks are sufficient for that purpose they should be held there pending a 
change in financial conditions which will legitimately call for an expansion 
of their credit making facilities. This much it seems to me the member 
banks ean stand without suffering from their competition more than they 
will be compensated for by the dividends they will receive. I am not at 
all in sympathy with the idea I frequently hear expressed that the earning 
of dividends by these banks is of no importance. 

The dividends are cumulative and form a cumulative liabliity of the 
banks until they are paid. 


Regards Earning of Dividends Essential 


The Federal Reserve banks will never be generally regarded as success- 
ful institutions until they demonstrate their ability to pay all their lia- 
bilities, including dividends as they become due. One of the greatest 
drawbacks to the efficacy of the Federal Reserve system lies in the fact 
that so far the state banks have not seen fit to join it. Until they do, and 
so long as it only serves less than half of the banking strength and less 
than one-third of the banks of the country, it will not adequately or 
efficiently perform the functions for which it was organized. In the matter 
of check collections this is plainly so. 


So Far Banks Have Brought No Economies 





So far its efforts along this line of activity have resulted in no economies. 
The member banks have had to maintain their transit departments with- 
out perceptible diminution of expense and with some enforced curtailment 
of profit. If the state banks would join the system, so that their checks 
could also be collected and cleared, it might well be that a check collection 
system could be inaugurated through the Federal Reserve banks that 
would prove an economical and practical improvement on the old system. 
Such a system has been voluntarily inaugurated in some of the large cities 
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through their clearing houses with satisfactory results and some other 
cities, including Chicago, have it now under consideration. These clearing 
house collecting systems have the advantage of serving national and state 
banks alike. 

So long as the Federal Reserve system can only serve its own members 
and the state banks refrain from becoming members, valuable or efficient 
service in this department is not to be expected from the Federal Reserve 
banks. I am not sure but that the system now in force has been one of the 
determents to the country state banks joining the system, and while, as I 
understand it, under the proposed new system of deferred credits, checks 
on state banks may be received for collection from member banks, the 
state banks cannot directly have the benefit of it. This may drive these 
institutions, as is now being spoken of, into the formation of collection 
bureaus of their own, thus creating an unfortunate new cleavage between 
the state and national banks in a matter connected with which they have 
heretofore worked in harmony. I would not have you think that I con- 
sider this a good reason why state banks and trust companies doing a com- 
mercial business should not join the system. 


All Commercial State Banks Should Join 


On the contrary, I think the benefits of the system to the banking 
interests of the country as a whole as well as to the individual member 
banks, including a universal check collection system, are such as should 
induce every state bank doing a commercial business to join it. The weak- 
ness of our banking system has been lack of unity and co-ordination and 
this is impossible among the state banks doing business under varying state 
laws unless it is accomplished under Federal law. 

In the Federal Reserve Act such a law exists. State bankers should 
look beyond their own local environment and grasp the broad question of 
the advantage .to the country and to its banking system as a whole to 
have the banks co-ordinated under one system. The system will survive 
and in emergencies the national banks will reap the benefits of it, but it 
cannot satisfactorily safeguard the whole business of the country without 
the hearty co-operation of the state banks. 


May Find Incentive Later On 


It looks as if financial conditions must undergo another change—such 
a change as the present expansion is likely sooner or later to bring about— 
before the state banks will be able to fully realize and appreciate the 
advantages to them individually and collectively as well as to their cus- 
tomers of belonging to a unified banking system in which co-operation for 
mutual protection in emergencies is possible. 

I will only add that after my past experience of panics, it is a great 
relief to me to belong to a system that is equipped to take care of us in 
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such emergencies and were I managing a state bank, doing a commercial 
business, | would want to join it at some sacrifice of profits if necessary. 

Some few changes in the Federal Reserve Act will be necessary as 
experience develops them, which are not, however, of an essentially vital 
nature. Some have been already suggested and may be considered at the 
next session of Congress. I have already referred to the desirability of a 
reduction in the paid-in capital. It has also been suggested that the 
Federal Reserve Board should assume the functions of the comptroller’s 
department. This is desirable from the standpoint of economy in adminis- 
tration and unity in authority, neither of which should be duplicated in 
any good business organization. 


Would Issue Notes Against Gold 


Another desirable amendment would be to authorize the Federal Re- 
serve agents to issue Federal Reserve notes to the Federal Reserve banks, 
directly at any time against the deposit of gold. This would lead to 
Federal Reserve notes getting into general cireulation in place of gold 
certificates and ultimately in place of greenbacks, while gold would accumu- 
late in the Federal Reserve banks, where it should be in such large volume 
as to afford them ample strength for the protection of their member banks 
in case of gold withdrawals on foreign account. To accomplish this, Fed- 
eral Reserve notes should be made available as legal reserves for member 
banks and the expense of furnishing them should be borne by the govern- 
ment. With such an amendment to the law, besides being government 
obligations, they would always be secured either by dollar for dollar in 
gold exactly the same as the gold certificates or by dollar for dollar in 
good commercial paper with a margin of 40 per cent in gold. 

As to the government assuming the expense of furnishing them for 
circulation, there exists better reason that it should do so than there does 
for its furnishing the gold certificates. Equally with the gold certificates 
Federal Reserve notes are the government’s obligations. There is no pos- 
sible profit to the government in the circulation of gold certificates other 
than that on notes destroyed, while through its interest in the earnings of 
the Federal Reserve banks, its profits on Federal Reserve notes will ulti- 
mately largely exceed the cost of furnishing them; besides which, it will 
have the profit connected with their destruction. The government will 
thus be the gainer by the substitution of its Federal Reserve note for its 
gold certificate as a circulating medium. 


Some Thoughts Regarding the Future 


It is useless to attempt to prognosticate as to the business conditions 
that may prevail in this country after the European war is over. During 
the period of reconstruction in Europe it is not unlikely that a broad de- 
mand may exist for our exportable surplus of cotton, steel, copper, lumber, 
grain, provisions and manufactured merchandise. This would cause gen- 
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eral activity in business, especially in the basic lines of agriculture, mining 
and lumbering, which in turn would stimulate the*business of our rail- 
reads and make an active demand for money. On the other hand the 
terrible destruction of property, the waste of capital and the enormous 
inerease of public debts by the belligerent European countries may so 
seriously cripple them as to prevent them for some time from entering into 
the work of reconstruction. Their financial situation may become so bad 
as to seriously affect the conditions of the rest of the world. 

It is quite possible that reaction from the business activity created in 
this country by the demand for war supplies may’ take place. The future 
is forebodingly uncertain and whether after the war we are to face busi- 
ness expansion or business contraction, a condition of preparedness in all 
the banks and especially in the Federal Reserve banks is most desirable. 
It will be the part of wisdom that bankers, in view of the enormous expan- 
sion of credit now taking place, should maintain strong reserves and keep 
their assets in liquid condition. 


Low Interest Rates a National Danger 


In a speech recently made at Charlotte, N. C., by the Honorable Paul M. 
Warburg, member of the Federal Reserve Board and a recognized authority 
on the practical application of economic laws to existing financial condi- 
tions, he says, ‘‘ Abnormally low rates of interest are a source of national 
danger. It is the time of excessively low interest rates that breeds a panic. 
And after a period of over-stimulation of commerce and trade, fostered by 
a period of too easy credit, the tide must inevitably turn and the greater 
was the extreme to which low rates had gone so the greater must be the 
force of the reaction upon the turn of the tide.”’ 

When the inevitable reaction from the present expansion of business is 
felt there will be occasion to test the efficacy of the protection afforded by 
the Federal Reserve system and if the co-operation of the state banks 
doing a commercial business can be secured it will not be found wanting. 
Even without that, it will afford ample protection to its member banks. 


LIQUIDATING AMERICAN HOLDINGS 


MERICAN SECURITIES, and especially bonds, are slowly 
finding their way back to this country. This liquidation, how- 
ever, is exceedingly orderly. It beeame known recently that, 

vielding to the wishes of the British government, the trustees of the four 
Carnegie funds in Great Britain have voted to sell United States Steel Cor- 
poration fifty-year 5 per cent bonds, due in 1951, which comprise the prin- 
cipal of those funds, and to invest the proceeds in British government 
securities. This in itself is an interesting bit of information. 
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American bankers, however, who are in touch with the negotiations are 
authority for the statement that these United States Steel fifty-year bonds 
are not likely to come on the market, which would seem to indicate that 
they will be sold privately and held for investment, although definite infor- 
mation on this point is not yet available. The amount of these steel bonds 
held in the British Carnegie funds is about $25,000,000. 


ACTIVITY IN THE STEEL INDUSTRY 


is indicated by the gain in unfilled tonnage in October and Novem- 

ber of the current year. The unfilled tonnage represents the book- 
ings of orders that have not been filled during the current month. In 
October this showed an increase of 847,834 tons, following an increase of 
409,000 tons in September. In November the unfilled tonnage increased 
1,024,037 tons, making a total increase of 2,270,037 in three months. 

In October the steel corporation’s mills were operating at practically 
full capacity, the highest ratio, and a ratio unbelievable prior to recent 
months. It had been considered that the steel corporation mills were turn- 
ing out their full capacity when they were operating at about 95 per cent. 
They have outdistaneced that percentage and during the early weeks in 
December, in face of this high percentage of operations, they were receiv- 
ing new business at the rate of more than 80,000 tons daily. This also is 
a new high record. Business on the books of the U. S. Steel Corporation 
is now larger than it has been at any time since March, 1913, and is ap- 
proximating that figure. The independent steel companies are showing an 
equally remarkable record. 


T OWHAT EXTENT the steel industry has revived and expanded 


EXTRA HARD WORK 


One afternoon in the trenches an Irish soldier discovered that the man 
on his right was wearing a beautiful pair of boots. 

‘*How did you manage to get hold of them?’’ he asked, enviously. ‘‘A 
present from an officer, I suppose !”’ 

The Englishman smiled. 

‘*T stole out of the trench last night,’’ he answered, in a whisper, ‘‘and 
I found the boots on a German | killed.”’ 

The Irishman became thoughtful, and that night he disappeared. 

Early the next morning he staggered back into the trench carrying a 
pair of boots. Making for his friend he whispered bitterly to him: 

‘*T’ve had the hardest job of me life. Had to kill fifty Germans before 
I found a pair of boots to fit me.’’—The Strand Magazine. 
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SUGGESTIONS FOR RURAL-CREDITS 
LEGISLATION 


BY MYRON T. HERRICK 


HE FARM CREDITS movement whose simple but grand 
objects originally were co-operative banking and long-term 
mortgaging has taken on such paternalistic and socialistic 
tendencies that it likely will be written in history as the 

farmers’ state-aid craze. Amazing headway has been made in the use of 
the cash and credit of Government and of special privilege for farmers. 
Arizona has permitted the proceeds of state lands to be invested in 
farm mortgages. 
California adopted a resolution to amend the constitution so as to per- 
mit the state to use public funds and credit for farmers. This was beaten 
at the polls. 


Colorado has permitted funds derived from certain public lands to be 
invested in farm mortgages. 


Florida has exempted all farm and grove products from the license tax 
when offered for sale by growers. 

Indiana has given to rural loan-and-savings associations the privilege of 
requiring the auditor of state to serve as trustee of the farm mortgages 
securing their bonds. 

Georgia adopted a resolution to amend the constitution so as to exempt 
from taxation all farm products, ineluding baled cotton, in the hands of 
the producer. This was approved at the polls and a law has been passed 
accordingly. Georgia also memorialized Congress to pass one of the state- 
aid bills pending for rural credits. 

Kansas now permits the holder of a farm mortgage, deposited with the 
state treasurer, to issue bonds certified by that official to the effect that 
the security is ample and its title perfect. 

Louisiana adopted a constitutional amendment authorizing exemption 
from taxation of lands improved for homesteads by or for immigrants. 
Louisiana also has enabled the owner of rural real estate to issue bonds 
up to 60 per cent of the value as appraised by a commission of three bank 
cashiers of the parish, two of whom shall be appointed by the district court. 
The mortgages must be made in the name of the sheriff as trustee. The 
bonds may be registered with the county clerk and made payable to bearer, 
without imposing any personal liability on the maker for their payment. 
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Minnesota adopted a resolution to amend the constitution so as to 
permit permanent school and university funds to be invested in farm 
mortgages. 


Urges Passage of Pending Bills 


Mississippi memorialized Congress to pass one of the bills pending for 
rural credits that provides for the creation of public land credit banks 
with power to issue bonds guaranteed by the United States Government 
for raising money for farm mortgaging. 

Missouri passed a special act creating a public land-credit bank to be 
managed by the governor and other state officials with power to issue tax- 
exempted state-guaranteed bonds for raising money for farm mortgaging. 

Montana has created a department of farm loans with the state treas- 
urer as commissioner and the county treasurers as local representatives to 
issue bonds and make tax-exempted loans on farm lands. 

New York has created a highly privileged tax-exempted land-eredit 
bank with power to issue bonds upon the security of farm mortgages 
trusteed with the state comptroller. 

North Dakota adopted a resolution to amend the constitution so as to 
permit the use of funds and credit of the state in forming agricultural 
credit associations. 

South Dakota adopted a resolution to amend the constitution so as to 
permit the state or contiguous counties to create and maintain rural credit 
systems for making farm loans. 

Utah passed a law on co-operative land-credit banks with power to 


issue bonds upon the security of farm mortgages trusteed with the state 
treasurer. 


Lays Valuation on the Assessor 


Wisconsin requires the assessor of incomes to certify the value of farm 
mortgages taken by land-mortgage associations, and the state treasurer 
to serve as trustee of the securities for the bonds issued by such associations. 

In the Philippine Islands the Government Agricultural Bank has been 

‘ereated by a special act. 

In Porto Rico the semi-public Insular Bank has been created by a 

special act for extending credit on farm land and to agricultural enterprises. 


Encouraging Co-operative Credit 


Many of the laws on co-operative credit associations recently enacted 
by the states provide for tax exemptions. 

At the last session of Congress, the Senate passed the McCumber bill, 
providing for the creation in the treasury departments of a farm-credit 
bureau with unlimited power to issue Government bonds for farm mortgag- 
ing; the House passed the Bulkley bill, providing for the issue of bonds 
by public land-credit banks and for the obligatory purchase by the United 
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States Government of an amount of such bonds that might equal $50,000,000 
a year. : . 

A new bill on rural credits will be submitted to Congress by a com- 
mittee created for that purpose. Bills will also probably be submitted to 
all the legislatures of the twelve states, which convene within the next 
two months. The rage for state aid and special privilege appears to be 
as keen as ever, so no forecast can be made as to where it will go before 
it blows over. Consequently it is high time to consider the purpose and 
effect of such assistance. In Europe the bureaus, commissions, and insti- 
tutions that exist for using the cash and eredit of government, were estab- 
lished either for breaking up the feudal system, or to distribute money 
obtained or appropriated for ignorant or indigent peasants, or to meet 
problems arising from absenteeism, city congestion, compulsory military 
service, land reclamation, or interior colonization. Their size and number 
will probably be enlarged and added to for the purpose of relieving dis- 
tress after the great war has ended. 


Indorses the Use of State Aid 


The use of state aid in such circumstances is unquestionably proper. 
In the United States, however, the assistance provided in the legislation 
enacted and proposed is intended for all classes of farmers. The legis- 
lators most active in the cause have assumed that the only relief for the 
financial troubles that beset agriculture must come through Government 
intervention. They have taken this stand, although President. Wilson, 
Secretary Houston, and other eminent authorities declare that there is no 
emergency calling for special privilege or the use of the eash or credit of 
Government for farmers. Thus, an unfortunate turn has been given to the 
movement for rural credits that cannot but be deplored by students of 
the subject, since it has incited bitter opposition to the movement and 
otherwise interfered with its progress by confusing the main issue with 
another issue that has, in fact, no connection whatsoever with the reorgan- 
ization of land and agricultural credit facilities. 


Attitude of United States Toward Irrigation 


State aid is not an infallible remedy for rural-credit troubles. Indeed, 
it has recorded as many failures as successes. One of the dangers lies in 
its being misapplied or in subjecting Government to loss in the event of 
default by borrowers. Denmark, France, Russia, and some of the Balkan 
states, have had very unenviable experiences—but it is not necessary to 
seek the proofs in Europe, because they can be found in this country. In 
1836 a surplus then in the United States Treasury was deposited with 
twenty-six states. New York’s share was $4,014,520.71. She invested a 
large part of this sum in loans on farm lands. The loans were extended 
from time to time; none has been collected. The mortgages in many in- 
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stances are not worth the debt. The investment, handled by several gen- 
erations of politicians is perhaps gone. 

In 1902 the United States set aside for irrigation projects all except 
5 per cent of the money to come from the sale of public lands in 16 states. 
This has amounted to $81,813,772.71 so far, and has been used in construc- 
tion work. The cost, apportioned among the tracts improved, was under 
the original act to be repaid by the owners in ten instalments without 
interest. Last year the period was extended to 20 years. The defaults 
are numerous. The settlers are asking for still further favors, and the 
Reclamation Service has been obliged to borrow $21,000,000 to complete 
its work. The settlers in these irrigation projects have received more 
state aid than the farmers in any other country, except Ireland and Russia. 
In other words, this is the third largest instance in the world of state aid 
for farmers. The legislators have overlooked this noteworthy fact and 
the other fact, equally important, that the experiment is not satisfactory 
from the standpoint of either the settlers or the United States Government. 

Regrettable as the rage for state aid may be, it serves, however, a good 
purpose in proving conclusively that the rural credit facilities in the 
United States are bad: it would not have occurred if they were all right. 
It confirms everything that 1 and other men have been saying to the effect 
that American farm finance is basicly wrong. In North Carolina, accord- 
ing to Mr. John Sprunt IMill, the small cotton growers pay as high as 38 
per cent interest a year on short-term loans. If this be so in that state, 
it is true perhaps in other southern states. A sample list compiled last 
month by the Comptroller of the Currency, Mr. John Skelton Williams, 
from the books of a national bank in the West, shows 174 cases where 
farmers were charged 10, 15, 600, 800, 1,600, 1,820, and 2,400 per cent 
interest a year. Regardless of how prevalent these extortionate practices 
may be, they are sufficiently numerous to prove, when taken in connection 
with the widespread demands for state aid, that a thorough reformation 
of farm finance is absolutely necessary in order to place American agri- 
culture on a proper basis. 


What Farm Financing Includes 


Farm finance includes both land and agricultural credit. Land credit 
rests, of course, upon getting money from the investing public. This money 
cannot be obtained at a fair rate unless there be sure methods of proving 
titles and easy procedure for recovering loans. Hence, the first requisite 
is the enactment of proper real-estate laws. The Torrens System has 
already been adopted by twelve states. If it were adopted by all the other 
states, much of the cost and difficulty in proving titles would be eliminated. 
The Commissioners of the Uniform State Laws have published a model 
for a Torrens Act. The foreclosure laws in many states are faulty. If 
the redemption period were reduced to a reasonable time and if the pro- 
cedure were simplified in respect to sale and confirmation after default, 
the heavy expenses and delays in collecting defaulted loans would of 
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course be removed—and all this would tend to cheapen land credit. Some 
of the states already have good laws. The laws of aH the states should be 
uniform. This is the main thing, since land credit must be standardized 
to be marketable. 

It is worse than useless to enact laws on land-credit institutions before 
making these necessary revisions of the general real-estate laws. To do 
so, would be like erecting a superstructure upon a defective foundation. 
Legislation for land-credit institutions ought not to be enacted in advance 
of laying this essential, statutory foundation for them. The land-credit 
institutions that are most needed in the United States are those for issuing 
bonds or debentures against farm mortgages. Aside from the totally un- 
necessary public or semi-public land-eredit banks, this country now has to 


-perfection all other kinds of land-credit institutions needed for farm-land 


credit, except bond-and-mortgage companies and landschafts. It has few 
of the first and none of the latter, and yet these are the only two concerns 
that should be allowed to issue bonds or debentures. The bond or debenture 
is the only means by which long-term lending can be practiced on a large 
scale, or by which land values can be mobilized. These two great services 
are possible because of the simple fact that the investor may place the 
bond or debenture on the market and thus recover whenever he wishes the 
money invested in the mortgages, no matter how long may be the period 
of the loan. But to be marketable this instrument must, of course, be made 
safe and sound by legislation. 


Points Out the Two Master Clauses 


The two master clauses in a good law for bond-and-mortgage companies 
are: (1) capital stock and surplus must be maintained at a safe ratio to 
bonds or debentures; and (2) bonds or debentures in circulation must 
represent first liens on lands of adequate value and never exceed outstand- 
ing loans either in amount or in interest rate. One dollar to $20 is usually 
deemed a sufficient ratio. The capital stock is always required to be large 
enough to give the company a strong standing in the financial world. My 
opinion is that if Congress enacts a law, the minimum for capital stock 
should be $10,000,000; in none of the states should it be under $500,000. 
I do not believe that small companies could sell their bonds or debentures 
outside their own localities. If they could not do so it would be useless 
to allow them to be chartered, because they would be unable to make many 
loans. There should be no hesitation in affording agriculture institutions 
of a size commensurate with its needs. 

A landschaft is a district created and officered, under a special act or 
general law, by the owners of the farms lying in the district. The land- 
schaft has no capital stock. Consequently the limit to the issue of its 
debentures is determined by the value of these farms, and is usually 60 
per cent of that value, <A landschaft is very similar to the drainage dis- 
tricts that exist in some of the states. For instance, an Illinois drainage 
district for agricultural purposes may be created and officered by land- 
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owners. The officers may assess benefits proportionately against the separate 
farms, and these assessments are an indefeasible claim that is collected 
like taxes under the revenue laws; just so with a landsehaft. The drain- 
age district may issue bonds up to near the amount of the assessments; a 
landschaft issues debentures up to the amount owing by borrowing mem- 
bers. The main difference is that the drainage district negotiates its bonds 
and uses the proceeds for drainage works, while the landschaft turns its 


debentures over to the borrowers to be used by them in raising money for 
individual loans. 


Urges Adoption of the Torrens System 


In brief, my idea of a solution of the land-credit problem is the adoption 
of the Torrens System, the revision of the foreclosure laws, wherever nec- 
essary, and the enactment of general permissive laws on bond-and-mortgage 
companies and landschafts. The landschafts are a subject for state legis- 
lation only. Both the nation and the states, however, might enact laws 
for companies. The laws of the states ought to be uniform so as to 
standardize bonds, debentures, and mortgages. 


The only kind of inspec- 
tion or government intervention neede:! 


is that which is now provided 
for banks. The only regulations and restrictions should be those that 
would safeguard borrowers from oppression and investors from fraud and 
recklessness. This done, I believe that it would be possible to undertake 
the great enterprise of converting the $2,000,000,000 of farm mortgages 
which now exist into long-term loans, and that a flow of money could be 
directed to the land in sufficient volume and at fair interest rates to supply 
the needs of the landowners. 


Farmers’ Land Holdings Valued at $45,000,000,000 


The solution of the land-credit problem cannot, however, remove all 
the difficulties that surround agriculture. 


The chief trouble with American 
agriculture is lack of organization. 


Aside from some notable exception in 
fruit and dairy regions, the farmers are-not organized either industrially, 
commercially, or financially. They have no collective purchasing, market- 
ing, or banking systems of their own. Each farmer relies upon himself 
for what he buys, sells, or borrows. As a consequence, there are wastages 
and losses that seriously affect both producer and consumer, while the 
individual farmer is left at the mercy of any unconscientious person who 


wishes to exploit the exigency of his affairs. Particularly is this so wher- 


ever he has urgent need of money, as proved by the eases | have men- 
tioned. The American farmers are unexcelled in capacity. intelligence, 
and education; and they possess in fertile lands, natural resources, per- 
sonal qualifications, material conditions, and in all other respects every- 
thing that makes for agricultural prosperity, except organization. Moreover, 
they are the richest farmers in the world; their wealth in the aggregate 
and their combined earning power are almost beyond comparison. 





| 
| 


| NT TELE RE 





< + OORMEREIETRE te 


| RT | PRUNE 


are 


a 


frre neet merce a a ee 


SPER TEEN - REET: =D | ETE 


EET ST NRE 





EE eR 


=e 


SUGGESTIONS FOR RURAL-CREDITS LEGISLATION 25 


The American farmers perhaps own $45,000,000,000 of property and 
this year raised $12,000,000,000 of products. Nevertheless, they remain 
unorganized and allow this stupendous wealth and income, upon which the 
very existence of the nation depends, to lie scattered for all who wish to 
pick a protit from them. Practically no animal or vegetable product 
reaches the market without some unnecessary sum abstracted from the 
producer’s or added at the consumer’s end of the deal, and the proceeds 
that are finally returned to the farmer are usually placed in some commer- 
cial bank to be used in industries other than agriculture. Since organiza- 
tion is the only thing the American farmers lack, it is this shortcoming 
that may logically be assigned as the cause of their troubles and distresses, 
their complaints against bankers and merchants, and their demands upon 
government for state aid. Unorganized farmers always have been, and 
will be, victimized and made the prey of their own necessities. But organ- 
ized farmers are able to take care of themselves; and this would surely 
be the case with American farmers, because they own and produce more 
than enough to make them absolutely independent and self-sustaining if 
they only would utilize it. 

The farmers in the United States ought to be organized from the plains 
to tidewater; but if they should attempt to do so, they would encounter 
legal obstacles, since the laws have not been framed with a view to agri- 
cultural organization. The only ways by which two or more persons ean 
unite for an economic objéct are the partnership, the corporation, and the 
association. A partnership is not intended for a numerous and fluctuating 
partnership, and so is of little use for farmers. A corporation is a joint- 
stock company with a capital stock that is fixed by the charter, paid in at 
the start, and voted by the stockholders according to their shares,’ but 
owned by the company itself. As a great jurist once said, a corporation 
may be formed without a body to be kicked or soul to be damned. Its 
prime purpose is the employment of capital and labor for paying dividends 
to investors. Manifestly it is not intended for use where the capitalists, 
laborers, and investors are identical persons, as would be the case with 
organized farmers. 


Outlines the Association Plan 


An association is a voluntary union of persons under a plan that pre- 
serves the equality and personal responsibility of members. Usually a 
member has only one vote, and this cannot be cast by proxy... The liability 
assumed by members may be limited, unlimited, or contributory. Shares 
may or may not be issued. If issued, they are simply certificates of deposit 
on which the credits may be withdrawn upon notice by holders. So the 
fund thus accumulated differs from the capital stock of a corporation in 
that it is variable and is owned not by the association but by the con- 
tributing members. The shares may be paid in instalments. Consequently, 
while a corporation cannot begin without money an association can begin 
practically without a cent. It is because no money need be put up at the 
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start and because all money put in is withdrawable, that an association is 
more attractive than a corporation to small investors. Moreover, the per- 
sonal responsibility of the members and their direct participation in the 
management make the association peculiarly adaptable for those mutual 
relations and practices that constitute what is called co-operation. 

For these reasons the association is the best form of organization for 
farmers. There is no kind of business or finance that could not be con- 
ducted through an association, provided the members reside close enough 
to its headquarters to take part in its affairs, but legislators have not yet 
fully realized this fact. The association has been legalized for savings 
banking, life insurance, the building-and-loan idea and for a few other 
purposes; and in every instance it has proved entirely safe and wonder- 
fully effective. The world would be all the better, if the associational form 
and practices were more extensively adopted for economic objects; but 
generally speaking, the association has been relegated in the United States 
to social, religious, eleemosynary, educational, thrift, and non-profit uses. 
Nearly every state (it is true) has a law on co-operative associations or 
societies, but the majority of these laws were framed on the postulate 
that the association cannot be used for profit making, and that co-operation 
is a benevolent or altruistic means for encouraging brotherly love among 
poor and incompetent persons. 


Points Out Numerous Errors in Legislation 


This pitiably wrong idea has been written into the recently enacted 
laws on the so-called credit unions or co-operative credit associations in 
Massachusetts, New York, North Carolina, Oregon, the Philippine Islands, 
Rhode Island, South Carolina, Texas, Utah, and Wisconsin. The ‘error is 
responsible for the tax exemptions, the limitation of the interest rate on 
deposits or of dividends, and the various restrictions that have made those 
concerns worthless for farmers. Owing to these misconceptions about 
co-operation and to the failure to grasp the fact that co-operation works 
best through the association, the progress of agricultural organization has 
been retarded in spite of all the efforts that have been made for it during 
the past five years. A co-operative association may be defined as a volun- 
tary union of persons for utilizing their collective energies or resources, 
or a part of them, under their own management in some economic enter- 
prise carried on upon their common account with a view to their mutual 
and individual benefit. A co-operative bank is an association with full 
banking powers that confines its credit facilities to members. 

It would be well for the states to recast their laws on co-operation and 
to enact new laws for economic associations and associational banks. 
Co-operation exists in such great variety that its definition is exceedingly 
difficult, so the word and its derivatives might be excluded from the 
statutes, except in the titles. Their absence would occasion no harm, be- 
cause the practice of co-operation is automatic in a properly formed asso- 
ciation. There is no European law that can serve as a model. We shall 











+ een 


. . eR RE SRR 
RUS SE Sere Seer ET 

















ora 


Ope Serer 


ao “9 . NORTE ROEDERER Ls yreeeewe 
TEES SORES OT TET Pane RETIN i heieeniiellll TORT 5 


SUGGESTIONS FOR RURAL-CREDITS LEGISLATION 27 


have to create anew. The American laws should provide for all forms of 
associations and permit their use for any kind of business or finance, 
banking included. Moreover, the Sherman Act should be amended so as 
to permit combinations for agriculture, small industries, and the like. This 
is especially necessary for farmers, because agricultural organization de- 
pends upon the formation of systems of inter-related associations. But in 
all other respects the laws should be free of class legislation, special privi- 
lege and tax exemptions and should also be available for all. 


Submits a Concrete Working’ Problem 


The workman, tradesman, and small industrial is as much in need of 
co-operation as the farmer. I submit the following program: 

An amendment of the National Banking Act so as to permit a national 
bank that confines its credit facilities to members to be organized as an 
association without capital stock. 

An amendment of the banking act of each state so as to permit any 
kind of bank that confines its credit facilities to members to be organized 
as an association without capital stock. 

An enabling and regulatory law by the nation and by each state, legal- 
izing for economic associations whatever is lawful for corporations. 

A clause in such laws to permit combination among farmers’ associa- 
tions and associational banks, among associations organized for selling 
food and household supplies to members, and among associations organ- 
ized by artisans for buying on their common account the materials needed 
in their work or for selling their products. 


What Such Legislation Would Accomplish 


Legislation along these lines is all that is necessary for co-operation. 
After it had once been enacted, farmers, tradespeople, small producers 
and small consumers would here and there avail themselves of it. Their 
success would encourage others; and then gradually, but with ever-increas- 
ing speed, co-operation would spread in town and country throughout the 
land, just as was the case in Germany, Italy, France, and elsewhere after 
the laws on associations were put on the statute books. 

If societies or boards of earnest propagandists were formed to lend a 
hand, they could materially help the good work along. But it should 
always be borne in mind that co-operation rests upon the individual initi- 
ative and mutual self-help of the persons to be benefited, and that charity, 
state aid, or extraneous assistance of any sort would impair its effect. 
The fact should also be kept in mind that the agricultural associations 
should combine. Detached and isolated agricultural associations could be 
only partly successful. The farmers ought to form great decentralized 
systems of inter-related national, departmental, state, regional, and local 
associations. 


The growth, however, should be not from the top downward, but from 
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the ground, laterally and upward. Nothing should be foreed or artificially 
hastened. The development should be natural and orderly, and each sys- 
tem should be based on local rural co-operative banks. The first step 
towards agricultural organization is the formation of these basic units. 
We all know what these wonderful little concerns are, so there is no need 


of discussing details here. They may adopt any of the associational forms. i 
The investigation and study that I have made lead me, however, to favor 
the Raiffeisen Society, as I described it in my book on ‘‘Rural Credits’’ E 


(New York: D. Appleton & Co.). 


What a Raiffeisen Society Accomplishes 


TOOT 


A Raiffeisen Society localizes its operations to a small area, confines 
membership to mutual acquaintances, and imposes unlimited liability. It 
does not issue shares nor distribute dividends. Its aim is economy rather 
than gain. It limits profit-taking to its actual necessities and carries net 
earnings to an indivisible reserve. This reserve, thus slowly accumulated, 
takes the place of the capital stock and guaranty fund of a corporation, 
protects members from liabilities, assures the financial standing of the 
association, and makes it a permanent institution in the neighborhood. 
This type of associational bank is the best ever devised for stabilizing the 
rural population, for vitalizing the spirit of co-operation, and for enabling 
farmers to utilize their credit and other resources for their agricultural 
purposes. In my opinion the closer rural organization adheres to the 


principles and practices of Raiffeisen, the more effective and lasting it 
will be. 


Owen NARS Hee, 


SONGS OF SANE PATRIOTISM 


‘‘The Red, White and Blue’’ 





O Columbia, the synthetic gem of part of the ocean, 
The home of the alleged brave and the constitutionally free, 
The shrine of each patriot’s qualified devotion, 
A world, excepting always the belligerent nations, offers mild homage to 
thee. 





Thy mandates make foreign cabinets assemble, 
When liberty’s form stands in view (of something they want to see) 
Thy banners ought to make tyranny, in the form of inhuman tactics, trem- 
ble, but tyranny, somehow, remains strangely unfluttering, 
When borne by the red, white and blue. 


—F. P. A., in New York Tribune. 


SOME BUSINESS PROBLEMS OF TO-DAY 


BY EDWARD N. HURLEY 


Vice-Chairman of the Federal Trade Commission 


HEREIS A BOND of fraternity among business men. You 
may not always be able to put your finger on it exactly, but 
it is there. It comes from having dealt with problems common 
to all business, and from a knowledge that every business man 

has had to go through the same ordeal. Every man who has had to meet 


grand hailing sign. 
When Co-operation Should Exist 


Government and business are and should be mutually helpful. Through 
a period of years the Government has been gradually .extending its ma- 
chinery of helpfulness to different classes and groups upon whose pros- 
perity depends in a large degree the prosperity of the country. To adjust, 
adjudicate and determine the questions that arise between shippers and 
earriers the Interstate Commerce Commission has come into being. The 
railroads and the shippers alike ean secure prompt and definite rulings as 
to what they can and cannot do. The fruit growers of the country, the 
farmers, the farmers’ co-operative elevator associations, the dairy producers’ 
associations, all of which are co-operating and working to benefit their 
conditions, receive aid, advice and rulings on important questions from 
the Department of Agriculture. Now the bankers, through the Federal 
Reserve Board, can receive authoritative decisions as to their powers and 
duties, all of which is of general benefit to the whole country. 

To do for general business that which these other agencies do for the 
groups to which I have referred was the thought behind the creation of 
the trade commission. To make that thought clear I will quote from the 
President’s statement on the subject: 

‘‘The business of the country awaits also, and has long awaited and 
has suffered because it could not obtain, further and more explicit legis- 
lative definition of the policy and meaning of the existing anti-trust law. 
Nothing hampers like uncertainty, and the business men of the country 
desire something more than that the menace of legal process in these mat- 
ters be made explicit and intelligible. They desire the advice, definition, 
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guidance and information which can be supplied by an administrative 
body, an interstate trade commission. The opinion of the country would 
instantly approve of such a commission. It demands such a commission 
only as an indispensable instrument of information and publicity, as a 
clearing house for the facts by which both the public mind and the man- 
agers of great business undertakings should be guided, and as an instru- 
mentality for doing justice to business where the processes of the courts, 
or the natural forces of correction outside the courts, are inadequate to 
adjust the remedy to the wrong in a way that will meet the equities and 
circumstances of the case.”’ 


Purpose of the Federal Trade Commission 


The Federal Trade Commission is desirous of being helpful to business 
to the extent of the powers granted by Congress. In the different prob- 
lems that are being submitted to us we find the business men anxious to 
present the facts, with the hope that they can be shown the right road to 
take to expand and develop their industries within the law. 

One of the ways in which the Federal Trade Commission may help 
business is to gather, collect and make known the essential data regarding 
business. A friendly survey of the field of industry, with attention to 
industries in which conditions are not right, will be of great value. Just 
the simple statistics regarding business, never previously collected, are of 
immense importance, and when compiled and distributed to business men, 
will be a most useful guide for their future action. The trade commission 
has under way at the present moment, the preparation of figures showing 
the size of our various business units. While this work is not yet com- 
pleted, some significant items are beginning to appear. 


Number of Business Concerns Large 


Leaving out of consideration the banking, railroad and public utilities 
corporations, and referring only to those that have to do with trade and 
industry, we find that there are about 250,000 business corporations in the 
country. The astonishing thing is that of those, over 100,000 have no net 
income whatever. In addition, 90,000 make less than $5,000 a year, while 
only the 60,000 remaining, the more successful ones, make $5,000 a year 
and over. 

Turning now from net income to the total volume of business done by 
these 60,000 corporations, we find that 20,000 have sales of less than 
$100,000; 20,000 more sell from $100,000 to $250,000; 10,000 additional 
from $250,000 to $500,000; 5,000 corporations ship annually $500,000 to 
$1,000,000 worth of goods; 4,500 have total sales from $1,000,000 to $5,- 
000,000 ; while only 462 industrial and mereantile corporations in the United 
States do an annual business of $5,000,000 or more. 

These striking figures exhibit a condition which has existed for many 
years. They show conclusively that big business, while important, consti- 
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tutes but a small fraction of the trade and industry of the United States. 
They make clear that there is an unduly large proportion of unsuccéssful 
business concerns. Do they not need help? Why have we not paid more 
attention to small and middle-sized business? Is it not worthy of our 
consideration? What measures are we to take to improve these conditions? 

Speaking generally, the real, constructive help must come from within. 
You know, and I know, that lumping all business together the real need 
is for better business methods. When we were all working on a large 
percentage of profit, and when it was a case of filling orders at our own 
price, we didn’t need any help. But, gentlemeh, that day is past. We 
now have to get down to the hard facts of business, to learn precisely what 
they are, where the weaknesses and losses exist, and practice the same 
thoroughness which characterizes trade and industry in Europe. We need 
to study standard systems of bookkeeping and cost accounting. 


Knowledge of Production Cost Is Essential 


The fact must be admitted that in order to put a selling price on a 
product a manufacturer must first know exactly what it costs to manu- 
facture and sell it. 

A manufacturer who does not know with a close degree of accuracy 
what is costs him to produce the different articles he manufactures and 
what it costs him to sell them, is not in a position intelligently to meet 
competition, and invites business disaster. 

Many of the larger manufacturers have thorough cost accounting sys- 
tems, which they recognize as necessary in order to give them the informa- 
tion essential to successful management. On the other hand, the number 
of smaller manufacturers who have no adequate cost accounting system 
and who price their goods arbitrarily is amazing. 


Need of Better Accounting Apparent 


Proper accounting for the smaller manufacturer is most essential. It 
is necessary for his success that he know on what particular article he 
is making a fair profit and on what he is making only a narrow margin of 
profit or losing money. If he has this information he can concentrate on 
the manufacture and sale of the product on which the profits are satis- 
factory. 

Whole industries, in many instances, are suffering from a general lack 
of intelligent knowledge of cost. 

How can the Federal Trade Commission help to cure these conditions? 

The commission has no power and no desire to use compulsory methods. 
But it does hope to reach the desired end by endorsing standard systems 
of bookkeeping and cost accounting, and to assist in devising standard 
systems, either at the request of individual merchants and manufacturers 
or through the association that represents the industry. The commission 
expects to have for this work an adequate force of experienced account- 
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ants and cost experts and the service, in an advisory eapacity, of public 
accountants of national reputation. 


lor 


What the Federal Commission Hopes to Do 


wa 


What may be expected from such activities of the Federal Trade Com- 


mission ? f 

First, the individual enterprises will be helped. They will be en- 
abled to know exactly where they stand. Their prices will be made on i 
a solid basis of fact. & 

Second, the employees of these firms will be benefited. They will 

be trained to more thorough and more accurate methods of work. This 
improved knowledge will increase their effectiveness and their individual 
value to their employers. t 
Third, the investor will be benefited. He will be able to invest his ' 


money with greater assurance that it will be used in the most advan- 
tageous manner. 

Fourth, the public will benefit; it will not have to pay for inefficient 
methods. 

To take a specific example, suppose that there are five plants making 
a certain line. Imagine that one of these plants is run efficiently and that 
the other four are managed in a slipshod manner. 

Where is the sort of trouble going to appear that costs the publie and 
the trade heavily? In the four plants run in slovenly manner, of course. 
It is in those four plants that the expensive strikes will oceur, the dan- 
gerous dissatisfaction among workers will appear, and the demoralizing 
practice of selling below cost of manufacture will take root and other 
unfair methods of competition as a means of making sales. 


TIL RPT 


Benefit of Raising Level of Effectiveness 





lf we can raise the level of effectiveness prevailing in these four plants 
to the level prevailing at the ably managed plant, or even higher, benefits 
will accrue to every interest concerned. All five of the plants will be on 
a more satisfactory competitive basis. The employees in at least four of 
the plants will learn to do their work to better purpose. Consumers will 
be forced to pay for fewer inefficient methods. The jobbers and retailers 
will get their goods under more advantageous conditions. And the bankers 
will have five excellent accounts on their books instead of one excelient and 
four doubtful ones. 

An up-to-date system of accounting will enable the banker to extend to 
the smaller manufacturer the credit to which he is entitled, and which he 
needs in order to expand his business. The small manufacturer may have 
just as much brains, ability, knowledge of his wares and of his customers 
as the larger operator; he may even put out a superior product. But he can 
not show the banker a balance sheet based on proper accounting methods, 
and the banker does not feel ready to extend credit without the knowledge 
that such a balance sheet would supply; thus, because business men of this 
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type can not give statements about their business affairs in the exact manner 
necessarily required by the bankers, their credit is. restricted and their 
expansion checked. 


Need of Better Organization and Co-operation 


There should be a greater degree of organization and of mutual helpful- 
ness in all lines of trade and industry, so that American business may be 
welded into a commercial and industrial whole; the part of the govern- 
ment being to co-operate with business men, on request, to bring about the 
results that will benefit business and hence promote our national welfare. 

One of the most effective forms of organization is the trade association. 
The association has a wide field of useful and proper activities. Concerns 
in the same industry may take common action looking toward improving 
their processes of manufacture, standardizing their product, improving 
their system of ascertaining costs, obtaining credit information and encour- 
aging the development of trade journals. The welfare of employees is one 
of the important matters which can be best developed by co-operating in 
associations. The present tendency of the larger firms to think of the 
smaller man in the proper spirit and to assist him in arriving at some 
practical method of ascertaining his costs and meeting his many other 
problems—in short, to live and let live—is to be particularly commended. 


Effective Work of Various Trade Organizations 


So to-day the associations of manufacturers, associations of jobbers, 
associations of merchants, associations of advertisers, are doing good work, 
and if conducted in a spirit of mutual helpfulness, with the machinery of 
the Government standing by subject to call, will help solve problems and 
remove many of the present handicaps of business. 

Another respect in which business may help itself is in the field of 
foreign trade. 

Heretofore the American business man, whether manufacturer or other- 
wise, has been prone to show an interest in foreign trade only during dull 
periods. Now that business has improved and factories are running full 
timé in this country, I am afraid there is a growing feeling of indifference 
toward opportunities ahead. The theory has been advanced that it will 
require years for the countries now at war to resume their normal rate of 
production, and that the business is bound to come to us anyhow. This 
is a serious mistake. It was only a few months after the Franco-Prussian 
war when France was producing almost as much as before. She did not 
recover her normal purchasing power for twelve years, but this was due 
to the heavy indemnity Germany laid upon her. 

The American manufacturer should realize that not a smokestack has 
been destroyed during this war in England, Germany, or Italy, and only 
a few in a small part of France. 
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Unless we take advantage of the great opportunity we now have we 
will find that ninety days after the war is over Germany, France and 
England, and other European nations will be on their way to a position in 
the markets of the world even stronger than they occupied before. 


Urges True Business Preparedness 


True business preparedness demands that every American imanufac- 
turer who makes a product that can be sold abroad should aim to sell from 
10 to 20 per cent of his output to foreign consumers. A market which 
includes both foreign and domestic business stabilizes industry and insures 
the manufacturer, his employees, and the country against the worst effects 
of financial and commercial depressions. 

Business men are not lawyers, and naturally, their thoughts running in 
other channels, they evolve some strange ideas as to the construction of 
certain laws. I was recently astonished to learn that the belief exists 
among many of them that non-competing firms cannot co-operate and form 
selling agencies to develop foreign business. This idea is unfortunate, and 
I fear that it has resulted in actually restraining the development of our 
commerce abroad. And I might mention, by the way, that such commerce 
can now be more easily developed, since for the first time in our history 
we have begun to establish our own banks abroad, thus removing many of 
the difficulties surrounding foreign exchange and credit information. With 
American branch banks established in South America and projected in the 
far East, there is no reason why our business expansion should halt. 

Perhaps you may think that I am over-earnest in this advocacy of organ- 
ization, higher efficiency in business methods and modern practices, the 
adoption of European ideals of thoroughness, the standardizing of account- 
ing, but my earnestness proceeds from an understanding of the conditions 
which confront American business. The great war has brought to us great 
opportunities, and equally great dangers. The thought that we must keep 
in mind is, ‘‘ After the war, what?’’ Shall we grow and expand while the 
growing is good, or calmly wait the time when peace in Europe will be 
followed immediately by fierce competition not only in foreign markets but 
in our domestic market as well? 


Some of the Essentials of Success 


Have we an inventory of our business resources? Are they being devel- 
oped to the best advantage? Are our associations doing all they can? Are 
our methods and processes standardized? In short, are our industries 
mobilized ? 

Industrial preparedness must be the watchword. Let us have better 
organization and greater efficiency at home; let us push our trade abroad; 
let us develop our industry so strongly that no foreign competition can 
dislodge it. 
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FINANCING AMERICA’S FOREIGN TRADE 


BY FREDERICK BOYD STEVENSON 


RADE has no sentiment and no heart. The only things that 
appeal to it are results. Trade does not weep because nearly 
all Europe is being put to the bayonet; it does not wince be- 
cause the lands of European countries are laid waste. It notes 

with interest that the trade of Europe has broken the golden rule of com- 
merece, and has ceased to follow the flag which has gone to the war fronts. 
American trade notes with interest that the war trade of Europe comes to 
America. There is no sentiment in turning out big shells and big guns for 
big dollars. Business is business. But the war can’t go on forever, and the 
day is coming when there will be no more big orders for shells and guns, 
and even now we are beginning to hear from London that the output of 
munitions in England and France has reached a stage which makes the 
Allies independent of outside supplies, and, it is added, that it is unlikely 
that further big contracts along these lines will be placed in America. But 
whether this be true or not at this time, there will be a time when it will 
be true. The old Turkish adage: ‘‘One man’s meat is another man’s 
poison,’’ tells the whole story of the fattening of American contractors, 
American manufacturers, and, in some instances, American speculators. 


America’s Needs After the European War 


But after the war—what? 

America will still want trade. War brought foreign opportunity knock- 
ing at the door. Trade ambitions have been aroused as they never have 
been before. How is America to keep the foreign trade and expand it? 

Trade may seem like a simple proposition. We all know that to get 
trade there must first of all be a demand, and to fill the demand there must 
be a supply. When a man has the goods to supply a demand he is in a 
position to do business in the manner that has been known since the begin- 
ning of barter and sale. But when a man can create a demand for the 
goods he can supply he is a developer of trade, which is the greatest genius 
of commerce. But there must be something back of mere supply and de- 
mand, and there must be something back of the genius who can create the 
demand for the supply. There must be a staple method of financing big 
business, or supply and demand will be names only, with no action and no 
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worth. This is true of all trade, but it is especially true of trade with 
foreign countries. 

The war has produced an extraordinary state of world affairs. It has 
reversed old situations and inaugurated new ones. Capital, which is the 
basis of all trade, has shifted. The old sources of capital from which trade 
drew are closed. After the war the opportunity for trade in Europe and 
South America will still be knocking at the door of the United States. But 
the United States cannot handle this trade unless the traders have the 
organization of capital to finance it. 

It is for this very purpose that the American International Corporation, 
with a capital of $50,000,000, has been organized. 


What the American International Corporation Purposes to Do 


The man who is responsible for this great corporation is Frank A. 
Vanderlip, president of the National City Bank. It is an idea he has been 
working on for many years; one of the preliminary steps of which he 
inaugurated by establishing branch banks of the National City Bank in 
South America. The expansion of the foreign trade of this country is by 
no means a recent inspiration, but there is no questicn that the war brought 
vividly to our minds the urgent necessity of prompt action, just at this 
time when fortune is favoring us because of the conditions caused by the 
war. Mr. Vanderlip realized that the time for action had come, and the 
result is the new corporation. 


Reaching Out for Trade in the United States 


Ilow does this corporation purpose to assist trade and promote trade in 
the United States? 

It is not in any sense a banking project, but its one great aim is to de- 
velop the foreign trade field for this country. In past years the foreign 
trade we have obtained has been mostly the result of a monopoly here of 
certain articles which foreign countries could not produce, or the result of 


HOW THE IMPORTS AND EXPORTS OF THE WORLD ARE DISTRIBUTED 


The total world imports equal the total exports. They are distributed as follows: 


Imports of Exports from 
British Empire. ..$ 5,746,500,000 31.8% | British Empire...$ 5,368,500,000 
Other Allies...... 3,645,000,000 20 %| Other Allies...... 3,501,500,000 


Teutonic Alliance 2,851,500,000 
Neutral Europe.. 2,456,000,000 
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Teutonic Alliance 3,450,000,000 19.1% 
Neutral Europe.. 1,980,000,000 11 % 





MINIS oie caren e s0e 313,500,000 1.7%] China........... 287,500,000 

Latin America... 1,045,500,000 5.8%] Latin America... 1,348,000,000 

United States.... 1,912,000,000 10.6%; United States.... 2,279,500,000 1 
Total So | Total 





World’s imports. . $18,092,500,000 100% | World’s exports. . $18,092,500,000 
Total world’s annual trade, $36,185,000,000. 


The total world’s trade is distributed as follows: British Em ire, 30.7%; Other 
Allies, 19.7%; Teutonic Alliance, 17.5%; Neutral Europe, 12.5%; China, 1.6%; Latin 
America, 6.5%; and the United States, 11.5%. 
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a surplus of foodstuffs, which enabled us to fill foreign demands. We have 
gained considerable ground in this direction, but the end of the war will 
be no assurance that we shall hold what we have gained in foreign trade, 
and by no means is it clear that we shall make further advances. When 
peace is declared there will be broken countries to be mended; depleted 
money boxes to be filled again; there will be men, women and children 
looking for work. The fires will be lighted again in idle factories. There 
will be bankrupt nations trying to crawl out of the deep war hole, and 
these nations will be fierce for trade. Even now come flashes from Germany 
that after the war wherein the game is men will come a war wherein the 
game is dollars. A trade war is coming—not in Germany alone, but in all 
countries. Trade competition which always has been strong is to be still 
stronger. If the United States is to take a prominent part in the competi- 
tion for world trade it must be done on an organized basis. 

To successfully trade with another country the trader should hold invest- 
ments in that country. But suppose you wanted to invest in railroad stock, 
or the stock of other enterprises in a foreign country, how would you know 
whether that stock were good or bad? Now, one of the purposes for which 
this new corporation is formed is to purchase, acquire, hold, sell, exchange, 
pledge, hypotheeate, or otherwise dispose of or deal in the stocks, notes, 
bonds, debentures of private, public, quasi-public or municipal corporation, 
either domestic or foreign. 


Wide Powers of Owning, Building, Operating World Industries 


In other words, while not guaranteeing the securities of foreign corpora- 
tions it will investigate them and sell them, and the mere knowledge that 
they have been passed upon favorably by expert financiers will make it 
comparably safe for you to invest in them. 

But the purposes of the American International Corporation are much 
wider than to merely deal in securities. Its articles of incorporation em- 
power it to prospect, explore, purchase or lease, develop and operate tim- 
ber lands, agricultural lands, grazing lands, mines and mining properties, 


collieries and quarries, and to employ experts and equip and finance expe- 
ditions. 


Corporation Has Very Broad Charter Powers 


Also it is empowered to cultivate, cut, mine, crush, smelt, concentrate, 
refine, treat, prepare for market, buy, sell, exchange, export, import, trade 
and deal in all agricultural products, timber and timber products, oils, 
petroleum, coal, iron, metals, phosphates, nitrates, minerals, precious stones 
and their by-products of all kinds. And if you read through the articles 
of incorporation you will see that this gigantic corporation is empowered 
to manufacture and purchase and hold and transfer merchandise of every 
character and description, to carry on a general mercantile and commercial 
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business in any part of the world; that it may enter into the hotel business, 
the boarding house business, the lodging house business, the apartment 
house business; that it may open and operate restaurants, stores, parks and 
places of public eniertainment or amusement; that it may promote finance 
and build telephone and telegraph systems in all parts of the world, and 
also gas and electric light and power works; that, in fact, it may construct 
any sort of industrial plant and engage in any sort of commercial business ; 
that it may borrow money and aid by loan, subsidy and guaranty other 


corporations. 


Here is an institution that practically covers a!l the fields of industry 


and adventure from which trade may grow and money be made. 


The dura- 


tion of the corporation is to be perpetual, and to popularize it there are 
The twenty-four directors 
are men whom we all know in the world of finance—-men who already have 
climbed high on the Jadder of success in their various fields of endeavor. 
Here is a gigantic corporation equipped for and reaching for world 


500,000 shares of the par value of $100 a share. 


Will it get it? 


Big Opportunities in Russia, China and South America 


It is said by some of the promoters of the corporation that a start for 
trade and investment will be made in South America, where the field, owing 
to the war, is almost unlimited, but where conditions of commerce are en- 
tirely different from the conditions in the United States. It is believed that 
the first move to successful trade in South America should be made by 


Before the war South 
America imported from the United States something like $20,000,000 a year. 


investment there in the enterprises of the countries. 


Central America imported from us $17,000,000 annually. 


If conditions 
were more favorable and a greater confidence existed between these coun- 


tries and our country the commercial relations might be expanded to almost 


any limit. 


Great Opportunities in Trade with Russia and China 





But the greatest opportunities are looked for in Russia, where the nat- 
ural resources hardly have been touched. There are railroads to be built 
This means a wonderful opportunity for American 
capital, and along with this development will go wonderful opportunity 
Before the war our annual exports to Russia 
were about $25,000,000. It is said that within the next few years our trade 






and mines to be opened. 
for manufactured goods. 


with Russia could easily be increased to $100,000,000 a year. 


In time the 


trade between the two countries might run into unknown figures. 

China has been importing about $40,000,000 worth of goods from us 
a year, and with proper development and investment this trade ought to 
India imports from this country $73,000,000 a year, and this 
amount should be greatly inereased. And so should our trade with South 









be doubled. 











America and Central America be inereased, and the same is true of other 
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foreign countries, with the possible exception of Germany, England and 
France, which will be busily engaged in building up’ their own industvies 
and extending their own broken trade. Belgium should afford an excel- 
lent opportunity for American development and investment, as the waste 
and wreckage there have been greater than in any other land. 


War Seriously Interferes with Trade 


The war threatened to seriously affect the foreign trade of the United 
States as Germany and Austria and Hungary were cut off to all intents 
and purposes, from the outside world. It is true that goods reached these 
countries indirectly, through neutral countries, and probably are still 
reaching them in this way, although the supplies have been gradually ecur- 
tailed as the Allies perfected their blockades. The principal concern of 
the United States in the curtailment of this trade was in cotton. Four mil- 
lion persons obtain direct employment, due to the cotton industry. The 
South bases all its business and success in the cotton crops. To the South 
it means money, and the ability to purchase other goods. 


How the War Affected the Foreign Trade of the United States 


The number of bales of cotton directly exported from the United States 
to Germany and Austria, from August to April, 1913-14, was 2,500,726, and 
for the same period during 1914-15, 242,661; a decrease of 2,258,065. But 
in the meantime these countries were indirectly getting our cotton through 
Italy, Holland and Seandinavia. During the period of August to April, 
1913-14, Germany and Austria indirectly received from this country 473,- 
612 bales of cotton, and in the same period of 1914-15 they received 2,142.- 
545 bales, an increase of 1,668,846 bales. So the actual shortage was only 
589,219 bales. 

And this shortage applied only to Germany and Austria, for, if we look 
to the exports of cotton from this country to England, we shall find that 
during the period of August to May, 1913-14, we sent England 3,290,342 
bales, and during the same period for 1914-15, 3,593,612 bales, an increase 
of +303,270 bales, which deducted from the shortage to Germany and Aus- 
tria, shows an actual shortage in our total exportation of only 285,949 bales. 


Copper a Menace to America’s Foreign Trade 


Another great threat to the American export trade was in copper. Be- 
fore the war our exports of copper to Germany amounted in recent years to 
about one-half of our entire exports of copper, and about one-fourth of our 
entire output. England, in August, 1914, bought twice as much copper from 
us as in August, 1913--that is 24,600,000 pounds. In August, 1913, Ger- 
many bought from us 44,300,000 pounds, and in August, 1914, not a pound 
of copper was exported by us to Germany or Austria, while about one-third 
less was sent to Holland. In this period the copper sent to neutral coun- 
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tries adjacent to Germany had dropped from 29,200,000 of the previous 
August, to 7,200,000 pounds. 


Growth of Exports in War Supplies and General Goods 


3ut in September the situation changed for Holland, Italy and other 
European countries received increased shipments of 6,496,570 pounds. Eng- 
land studied these figures, and copper was eventually made contraband. 
The result was that in October, 1914, there was a decrease of 19,079,670 
pounds in the exportation of copper from the United States to Germany. 
It is said that the British Order in Council of August 20th, cost the copper 
exporters $6,000,000 a month. 

The figures show that the export trade of this country, during the 
war, has not suffered to any great extent in cotton; that it seems to have 
suffered more in copper, but, if we continue our research that there has 


been an actual increase in our exports of more than $360,000,000 for a period 
of nine months. 


Here are the figures: 


EXPORTS FROM THE UNITED STATES 


——9 months ended ——-— Increase 

May 31, ’14 May 31, 715 in 1915 
RIINNI oi Os yeh ee ed ol ere lr $ 6,283,953 $ 34,421,595 $ 28,137,642 
Material for making munitions ........ 16,291,624 62,360,423 46,068,799 
INI ao corse GA on mete sce weielee 25,856,921 147,702,807 121,845,886 
Textile manufactures................. 5,293,155 35,239,110 29,945,955 
Hides, leather and footwear........... 20,599,959 60,150,388 47,550,429 
NS 3. tee otc tetera 218,390,743 627,417,302 409,026,329 
PMI core sicevebicate nel Sib, VR ASE ee 70,640,898 60,221,948 
MN Sion raed Scio Qeaakacatel ah oe $303,035,596 $1,045,932,614 $742,897,018 
PA | ee aa 1,529,255,043 1,146,942,879 *382,312,164 


Total exports, U.S.A ...... 5g eae 1,832,290,639 2,192,875,493 360,584,854 


*Decrease. 


Thus it will be seen that we have made a considerable gain in exports 
during the war, and ‘these gains represent cold business—not sentiment. 
The United States has sold freely to the Allies. It would have sold as 
freely to the Germans, had they been in a position to receive the goods. 

But after the war comes the slump—unless wise measures are taken to 
prevent it, and make the increase in exports permanent, and make them 
continually increase. It is for this very purpose that the American Inter- 


national Corporation has been organized. It remains for the future to tell 
if it will be a success. 


EASY 
A woman can easily win in any kind of an argument with a man if she 
knows just when to turn on the briny flow.—Chicago News. 
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HOW CAN RAILWAY REGULATION BE 
STRENGTHENED? 


BY A. J. COUNTY 
Special Assistant to the President of the Pennsylvania Railroad 


RANSPORTATION IS one of the oldest industries, and 
upon it largely depends the seope of the commercial develop- 
ment of the country and the market prices of its natural and 
manufactured products. Publie regulation of the great inter- 

state carriers requires oversight of the operating and financial results of 
230,000 miles of railroad, representing $16,000,000,000 of seecurties held by 
the public, earning annually in gross $3,250,000,000, employing and paying 
nearly 2,000,000 employes and incidentally paying over $150,000,000 of 
taxes into the public treasuries, and much more for materials and wages. 
Part of the publie service they render is represented by carrying 2,000,- 
000,000 tons of freight and 1,000,000,000 passengers per annum. But with 
their regulation is closely connected the effect on other lines of industry 
and commerce dependent upon the healthy condition of the railroads. Regu- 
lation through the state and Federal legislatures and commissions is there- 
fore a great national financial and business question which must be 
completely removed from the arena of politics or political compromise. 


The magnitude and importance of the public interests at stake compels 
that course. 


Some of the Advantages of Public Regulation 


Publie regulation has advantages, and concisely stated they have been 
chiefly : 

First. Greater stability in rates through the reduction or prevention of 
excessive rates and the enforcement of laws preventing rebates and dis- 
eriminations. 


Seeond. Greater uniformity in accounting. We could wish for more 
stability under this heading. 

Third. Increase of public confidence and appreciation of the great 
service of the railroads, largely because of the feeling that public interests 


are effectually protected through commission regulation, investigation and 
prosecution. 
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Publie regulation also has disadvantages, which so far have been chiefly : 

First. The great and rising expense and confusion which publie regu- 
lation—state and interstate—has thrust upon the railroads and the public, 
due to the fact that the many legislatures and commissions are endeavoring 
to regulate the same industry or a part of it in their own way. In the 
four vears 1912-1915, over four thousand Federal and state bills affecting 
the railroads were introduced, and over four hundred and forty enacted, 
whether arbitrary or wasteful seemed to make little difference. It has been 
estimated quite recently by a reliable New York daily paper that the esti- 
mated cost of compliance with the various state and Federal laws and regu- 
lations—many of which appear devoid of benefit to the public and the 
railroads, which together pay the outlay—was about $18,000,000 per annum. 

Second. Frequent changes in the personnel of commissions have pre- 
vented the members from obtaining that experience with railroad ques- 
tions, which is so essential for the proper performance of their duties. 

Third. The failure to offer sufficient compensation and tenure of office 
necessary to attract and keep the ablest men in the governmental service. 

Fourth. The lack of promptness in dealing with transportation prob- 
lems as business questions and in deciding principles by which reasonable 
and unreasonable rates may be gauged; the railroads have suffered much 
loss through the long suspension by state and interstate authorities of pro- 
posed rate increases, which later may be found reasonable, as well as by 
the delay and expense of preparing data for rate hearings. 


Necessity for Changes in Regulatory Policy 


Public regulation is so confused that it is impossible to concentrate 
responsibility. It imposes on the one hand increased taxes, higher wages, 
and requires standards of service and facilities that necessitate the ex- 
penditure of unproductive capital running into millions of dollars every 
year for each of the large railroad systems, while, on the other hand, any 
tendency to permit adequate railroad profits has been decidedly slow. A 
property investment return of 4.87 per cent in 1913, when gross earnings 
were the highest, and of less than 4 per cent in 1914 is evidence of this. 
Further, new railroad construction was less in 1914 than any year for about 
two decades; the purchase of supplies and materials has been greatly eur- 
tailed and employment has been reduced; and about one-sixth of the rail- 
road mileage of the country, or over 41,000 miles, consists of bankrupt 
lines located principally through the West and Southwest territory. Unless 
this condition is changed by intelligent and courageous regulatory bodies, 
we will reach a position where the ability of the railroads to sustain their 
eredit and perform their full duty to the public is taken from them. Pub- 
lie opinion has recognized that condition, and an encouraging sign is that 
the wave of ill-considered railroad legislation and regulation is abating. 

The present improvement in railroad revenues, resulting chiefly from 
a foreign war, is small compared with the rise in profits and prices in 
other lines of business, but, compared with a poor year like 1914, it is 
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nevertheless another encouraging feature. This brighter outlook, -how- 
ever, does not relieve the public regulation situation, and the effective 
remedies required by the railroad industry to put it upon a sound, profit- 
able basis to render efficient services. We may well ask, what course shall 
this reconstruction take? 


Some Suggested Changes in Public Regulation 


Some of the necessities of publie regulation, which I hope will be con- 
sidered, and on which the views of experienced men will be obtained, are: 

First. We should consider Federal incorporation, or some constructive 
national legislation that will give to the railroads carrying an interstate 
traffic those ample powers to act corporately as interstate transportation 
systems not limited by local or state regulations. 

Second. The strengthening of the overworked Interstate Commerce 
Commission, including, if possible, some men experienced in railroad affairs 
and management. The Federal commission to be effective should control 
all rates and practices affecting interstate transportation and commerce, 
including the increase of rates which it regards as non-compensatory, and 
the prevention of rate reductions which it believes to be unreasonable. 
This might appropriately include the regulation of rates for carrying the 
mails and parcel post, which are now unreasonable and unprofitable. Fur- 
ther, that the duties of detection and prosecution should in some way be 
separated from the commission’s many other functions; they seem more 
appropriate work for the Department of Justice. 


Should Be Greater Recognition of Ability and Experience 
Third. That a longer term of office and greater compensation be pro- 
vided to reward men of the greatest experience and ability for assuming a 
place on the Federal commission, one of the most responsible tasks in the 
country, and to induce them to remain in office. 

Fourth. That the Interstate Commerce Commission be given full power 
to regulate through a system of publicity the issue of securities of interstate 


carriers, in lieu of having several state commissions with diversified laws 
and orders also regulating the same matter. 


Need of a More Liberal Regulatory Policy 


Fifth. The duties of all the commissions should be so defined that they 
will be authorized by law and impelled under public opinion, and as a 
liberal governmental policy to strengthen the railroads and define measures 
and principles under which clearly compensatory rates will be paid to the 
railroads as common earriers, as taxpayers, wage payers, and purchasers 
and consumers of supplies and materials and the developers of the country. 

Sixth. Mneh might be done to save duplication and expense by a closer 
understanding between the various governmental departments and commis- 
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sions, Federal and state. There are several hundred thousand reports 
and returns of various kinds, many of which could be abolished and many 
more revised. 


Perfection in Regulation Requires Time 


Perfection in railroad regulation cannot be expected immediately; that 
takes time, experience and knowledge, but let us move forward in that 
direction. Reduction of rates and punitive investigations often prove popu- 
lar, but they form only a small part of a great national question. It is 
the neglect of the constructive side of publie service corporations, like 
railroads, which weakens or stops so many activities of our national life 
and produces trade paralysis and the consequent unnecessary unemploy- 
ment. The railroads must not be regarded as finished works, like a bank 
building or a reservoir. If the vast undeveloped areas and natural prod- 
ucts in this country are to be opened up, the carriers must have public 
support. Until we have a finished country we shall always have a demand 
for additional railroad lines and facilities and for additional capital. It 
is the business of public regulation to recognize that private capital cannot 
be had through legal mandates or new laws, because capital will choose 
the best channels for profits and safety. Public regulation must therefore 
see that no obstacle in business or politics shall exist which discourages 
private capital from railroad investments. 


ENGLISH WHEN “STRAFFED”’ 





We take from a Sumatra paper a list of some of the words which the 
Germans in their patriotic ardor propose to substitute for the English 
sporting terms formerly in use: 

Golf—Loecherballspiel. 

Golf—Dreistaebenschlagerspiel. 

Leg before—Beinenschwindel. 

Not out—Nochnichtabgemacht. 

Wicket—Dreistaebeneinrichtung. 

Half-time—Halbspielwartepause. 

Hands—Handefehler. 

Start—Abgangsstelle. 

Starter—Hauptabgangsstelleaufischtsvorsteher. 

We can now understand the position of the German who says he has no 
time for sport.—Punch. 


INFLUENCE OF SPANISH LANGUAGE IN 
FOREIGN TRADE 


By JOHN CLAUSEN 


Manager Foreign Department of the Crocker National Bank of San Francisco 


N the development of foreign trade, our first thought and attention must 
be given to the necessity of acquainting ourselves with the languages 
and customs of foreign countries, and at the same time endeavor to 
modify our present home business-winning methods to suit the senti- 

ments and prejudices of our foreign friends, 

We must know what we can sell and under what conditions we can 
negotiate our goods, and while, perhaps, the more vital problem which at 
present confronts us in our trade with Latin-America is the noticeable 
absence of adequate banking and shipping facilities, organized to advance 
American interests, of no less importance is the lack of specially trained 
men to carry out the necessary missionary work, which cannot readily be 
crowned with the goal of success, unless they, on behalf of the commercial 
and financial interests of this country, are in position to approach the mer- 
chants there in the terms with which they are familiar. Unless this vital 
point is seriously taken under advisement, our efforts will prove fruitless, 
and the competition of more progressive countries who have taken this into 
consideration, will eventually compel us to’ relinquish our supremacy and 
oblige us to retire from the field of the world’s commercial struggle. 


Need of More Intimate Relations 


The people of this country are awakening to an appreciation of the 
importance of more intimate relations—both business and social—with its 
sister American republics, and while the knowledge of the Spanish language 
may not result in the amassing of great fortunes or in the attainment of the 
highest positions, it will undoubtedly bring about commensurate advance- 
ments and promotions, which, after all, embody the principles of a success- 
ful career. 

The knowledge of languages and foreign currencies which are so closely 
interwoven with international trade expansions, are matters with which it 
is necessary that our commercial and financial institutions must familiarize 
themselves, as lack of information on these points or carelessness in the 
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adherence thereto, will ofttimes result in annoyances to our foreign con- 
temporaries and tend to establish in their minds prejudices against American 
business methods. 


Spanish Is Becoming More Useful 


The Spanish tongue is becoming more useful—and to a certain extent 
indispensable—in view of our increasing trade relations with LATIN- 
AMERICA, and while thousands are clamoring for equality of opportunity, 
there are so far but few who are willing to submit themselves to the neces- 
sary proportionate effort in ambitious study. While individual opportuni- 
ties will offer themselves to our enterprising business man, the general 
prosperity of the SOUTH AMERICAN trade can only be guaranteed by a 
ready co-operation of all elements. Our attention is daily attracted to the 
fact, that the more successful the man, the more does he study and plan as 
a part of his daily occupation, in the development of his business affairs. 





Encouraging Study of Spanish 


It is a pleasing revelation that one of the foremost banking institutions 
of the United States is now giving every encouragement to its staff in the 
teaching of SPANISH as a salient feature of the course in international 
banking which it extends to its young men. 

In these classes, which are held in the evening, after business hours, they 
are required in conversation to speak nothing but SPANISH, and the presi- 
dent of that institution proudly asserts that they will soon have available a 
requisite number of trained assistants who will materially help to overcome 
the handicap heretofore existing in securing young men with the proper 
qualifications and willingness to go to LATIN-AMERICAN countries, to 
not only render invaluable aid to the institution which they represent, but 


incidentally give impetus to the national movement to foster trade relations 
with foreign countries. 


Urges Study of the Modern Languages 


Were I permitted to offer an opinion, I would strongly recommend that 
through national or state legislation, every university, college and public 
school give preference to the study of modern languages, with SPANISH as 
the foremost tongue, making this feature in a measure compulsory and 
indispensable to obtain certain academic degrees. 

I see no reason why our larger financial and commercial institutions 
should not offer every inducement to their staff for the acquirement of 
foreign languages, if for no other than selfish motives, in promoting the 
growth of their business. 

A young man with the additional linguistic qualities brought about by 
such a course, would assuredly prove of infinitely more value to his employer 
than one who—through circumstances, granting that they were beyond his 
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control—may have become localized in his sphere of work and studies. 

The independent American spirit ofttimes leads us*to believe that we are 
further advanced than other countries of the New World, and it is interest- 
ing to know that Latin-America records—with a just and natural pride— 
the fact, that the first university in these Americas was that of Santos Tomas 
de Aquino at Santo Domingo, in 1538, and in a comparatively short period 
thereafter, was established the University of San Marcos in the City of 
Lima, Peru, which was founded in the year 1551, almost a century before 
Ilarvard University opened its doors, and it is particularly notable that the 
institution at Lima is still in existence. , 

With the foundation of universities and schools the desire for learning 
and individual culture naturally was developed at an early stage, as evi- 
denced by the literature of Latin-America which is as rich—or richer—in 
sentiment and value of thought as that of any other country. Yet, it is 
hardly known to the average North American, except by a handful of stu- 
dents who have happily devoted their time to the study of the Spanish 
language. 


Influence of the Pan-American Spirit 


The Pan-American Financial Conference recently held in our national 
capital, strongly advocates Pan-Americanism, and nothing would give me 
more pleasure than to convey to you the thoughts of this noteworthy gather- 
ing, brought about in the bonds of a broader and closer relationship between 
all the Americas. However, my remarks may be more forcibly summarized 
in the sentiments voicéd by our highest statesman, when he pleaded, that— 
‘‘In emphasizing the points which most unite us in sympathy and spiritual 
interest with the Latin-American peoples, we are only emphasizing the points 
of our own life, and we should prove ourselves untrue to our own tradition 
if we proved ourselves untrue friends to them.’’ 


THE LATEST HERO 


Why is the crowd hooraying, 
With batteries of speech? 
{[s Woodrow Wilson straying 
Along the sandy reach? 
Tut-tut! and pshaw! 

One Harry Thaw 
Is strolling on the beach! 


—New York World. 





WHAT THE FEDERAL RESERVE IS 
ACCOMPLISHING 


BY E. D. HULBERT 
Vice-President of the Merchants Loan & Trust Company of Chicago 


HE FEDERAL RESERVE banks have been in operation 
for just a year. It is most unfortunate that they were not open 
when the European war began. I believe if they had been 
there would have been no suspension of payment on the part 

of the banks and the country would have been saved the enormous losses 
which we suffered between August Ist and Nov. 1, 1914. 

Our experience at that time demonstrated that the Aldrich-Vreeland 
Act was a palliative and not a preventive measure. Many bankers had 
previously held to the opinion that the Aldrich-Vreeland Act was sufficient 
to prevent suspension of payment without any further legislation. That 
theory was effectually demolished by the first gun fired in the European 
war, which caused a country-wide suspension of payment in this country. 
It took about two weeks to get the machinery of the Aldrich-Vreeland 
Act into effective working order. It was of immense assistance after that, 
but it was too late to prevent a general industrial suspension, from which 
we have not yet fully recovered. Manifestly, if we are to prevent such 
break-downs, we must have the means for the relief of these sudden and 
unexpected strains always at hand and ready for immediate use. One 
day’s suspension of payment causes a break-down of credit which cannot 
be remedied by floodmg the country with any amount of currency after- 
ward. A leg may be broken very quickly, but it takes a long time to heal, 
and no amount of splints and bandages will effect an immediate cure. 


In a Position to Afford Necessary Relief If Required 


The Federal Reserve banks, however, are in position to afford the neces- 
sary relief before the break comes. During the financial crisis in this 
country between August Ist and Nov. 1, 1914, which was the most severe 
in our history, there were about $45,000,000 of clearing house certificates 
and Aldrich-Vreeland notes used in the Federal Reserve District of Chi- 
eago, and this proved to be ample for all necessities. The Federal Reserve 
Bank of Chicago could today issue $60,000,000 of Federal Reserve notes 
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against the reserve now in its vaults and, if the danger was sufficient to 
justify a suspension of reserve requirements, it could issue $120,000;000. 
As soon as the time comes when its member banks carry the full quota with 
the Federal Reserve Bank, this bank can issue three times this amount of 
currency at almost a moment’s notice, while the experience last year 
showed that it took nearly two weeks to get the Aldrich-Vreeland machine 
into full operation. No one familiar with these facts can doubt that had 
the Federal Reserve banks been in operation on the first of last August as 
they are today, no suspension would have occurred. 


Sees Some Menacing Tendencies In Conduct of Federal Reserve Bank 


It was an unfortunate coincidence that the Federal Reserve banks 
opened at a time when we were experiencing a national reaction from a 
period of violent contraction. Violent contractions in money and credit 
are always followed by periods of expansion which, if unchecked, lead 
almost certainly to another crisis. We are now passing through such a 
period of expansion and the Federal Reserve banks seem to be doing little 
or nothing to avert the danger of inflation. 

On the contrary, there is a tendency on the part of the Federal Reserve 
banks to encourage borrowing on the part of member banks. This is partly 
owing to a desire on the part of the officers of these banks to show earn- 
ings, and partly owing to a desire to popularize the new system by showing 
to the member banks and to the public how simple and easy and how 
cheap it is to get money from the reserve banks. This, at a time when 
every consideration of sound finance demands that all governmental ma- 
chinery be used to check the inflation which we are plunging into. 

The funetion of the Federal Reserve Board to contract eredits in a 
period of over-expansion is just as important as is its function to expand 
credits in.a time of excessive contraction. On account of the compara- 
tively small amount of Federal Reserve Notes in circulation, tne present 
situation is entirely beyond the control of the Federal Reserve Board, but 
there are some things it could do, such as forcing the retirement of the 
Federal Reserve notes that have been issued and raising the official rate of 
the Federal Reserve banks, as a warning. There are, at the present time, 
about $156,000,000 of Federal Reserve notes in circulation, which the 
Federal Reserve Board could retire if it saw fit. 


Should Regulate Interest Rates, Not Depress Them 


The business community should be educated to the idea that the fune- 
tion of the Federal Reserve banks is to regulate interest rates and not 
solely to keep rates down. It is not in the power of the Federal Reserve 
Board to depress interest rates permanently, that is something which is 
regulated by a higher law than the Federal Reserve Act. It is disturbing, 
however, to find that at a time when the pendulum is swinging danger- 
ously far in one direction, the Federal Reserve Bank seems to be acceler- 
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ating the movement rather than checking it. The farther the pendulum 
is allowed to swing in one direction the more difficult it will be to check 
when it starts the other way, and, as the present tendency to expansion 
is beyond the control of the Federal Reserve Board, it is quite possible 
that a tendency to contraction may eventually follow which will also be 
beyond control, although the machinery of the Federal Reserve banks is 
much better designed to cope with conditions of contraction than with 
conditions of expansion. 

What we want is to get the country accustomed to having the brakes 
put on at both ends, so that fluctuations of rates shall be confined to nar- 
rower limits. The financial safety of the country depends on this. Most 
of the financial crises we have had are traceable to over-expansion of 
credits caused by a long period of low interest rate. 


Development of the Use of Bank Acceptances 


One of the interesting things about the year’s operations of the Federal 
Reserve system is the development of bank acceptances. Previous to the 
opening of the Federal Reserve banks, bank acceptances were unknown in 
this country. Since then a large amount has appeared in our city banks. 
I am sure it is conservative to say that over $100,000,000 of paper has been 
aecepted by banks during the past year. Only about $13,000,000 of this 
paper is now held by the Federal Reserve banks, but that is because they 
have confined their purchases of such paper to acceptances growing out 
of foreign trade. It is an interesting fact that most of the accepting that 
has been done during the past year has been done by state banks not 
members of the Federal Reserve system. They could have done this busi- 
ness just as well any time before the passage of the Act as since, but it 
would have been regarded as unsound banking. 


Decentralizing Bank Business 


Now that the Government of the United States has put the seal of its 
approval on this kind of banking, the. state banks are not being criticized 
for doing it. It is not altogether a healthy development, however. Con- 
gress regarded this as a somewhat dangerous power and restricted its use 
by member banks to very narrow limits. State banks, however, which are 
not members of the system may, as a rule, accept paper without restriction 
or limitation. So far very little of this kind of business has been done in 
Chicago. I never have felt quite sure, myself, that it was wise, from a 
national standpoint, to empower banks to accept paper. Naturally, banks 
will accept only the paper of the largest and strongest houses, and naturally 
such paper, when accepted, will be preferred in all markets. The obvious 
result will be that great and strong interests of the country will be able 
to absorb a much greater proportion of bank credit than ever before. I 
wonder if Congress fully realized this when the law was passed? It has 
not usually been the custom to pass laws in this country for the purpose of 
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aiding the great interests to absorb a larger proportion of our capital and 
trade. : . 
One of the avowed objects of the Act was to decentralize the banking 
business of the country and do away with the interdependence of banks, 
which was always a souree of danger in a crisis. The Act provides means 
by which a country bank can, if it so desires, transact its business very 
comfortably without having any city correspondent. It was expected that 
country banks would take advantage of this and that banks in the reserve 
cities would have heavy losses in country bank deposits. It was thought 
that this would diminish the importance of the’ great financial centers, 
especially New York, in the country’s affairs. This seemed so likely to 
happen that far-seeing bankers in the great centers began preparing for it. 
Our great national banks in Chicago had careful tables prepared show- 
ing the percentage of decrease in. bank deposits which was likely to occur 
in 1915, and they made eareful plans, as they were bound to do, under the 
circumstances, to meet these withdrawals without interfering with the 
loans which their customers had been accustomed to getting. New York 
took more drastic action, and many of the largest banks notified their 
customers that their discount lines would be cut from 10 per cent to 30 


per cent to meet the expected losses in deposits as a result of the opening 
of the Federal Reserve banks. 


What Bank Statistics of the Year Reveal 


The nearest dates available for comparison are Oct, 31, 1914, and Sept. 
2. 1915. On Oet. 31, 1914, two weeks before the opening of the Federal 
Reserve banks, the national banks of Chicago held $190,000,000 of country 
bank deposits. On Sept. 2, 1915, they held $268,000,000 of the same kind 
of deposits, and probably hold about the same amount today; that is, 
instead of the expected decreases in such deposits, there has been an in- 
erease of over 40 per cent since the Federal Reserve Bank opened. This 
is another striking illustration of the fact that even our greatest men are 
not endowed with prophetic vision. What may develop in the future we 
are as much in the dark about as we were before these banks opened, but 
so-far they have no perceptible effect on the dealings of banks with each 
other or the relative importance of the great financial centers. With the 
exception of some change in the methods of handling checks, the business 
of New York, Chicago and other financial centers is going on exactly as 
it did before these banks were opened. 


No Fundamental Weakness Has Developed 


Nevertheless, nothing has happened during the year to indicate any 
fundamental weakness in the Act, or to discredit the statement of Dr. J. 
Laurence Laughlin when the Act was passed that a miracle had been 
accomplished. It is impossible to estimate just how much the Act has done 
already, for no one familiar with the facts will deny that the mere pres- 
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ence of the Federal Reserve banks has had a stabilizing influence in the 
business world. 

One of the leading bankers of Chicago tells the story that immediately 
after the Lusitania disaster a large manufacturer came to him and said, 
“*T cannot afford to be caught again as I was in 1907. If there is any doubt 
about my getting my usual bank credit during the year 1915 I must begin 
to curtail at once.’’ The answer was, ‘‘There is a bank over on Monroe 
Street that was not here in 1907. If necessary, I can take your note to 
that bank and get it re-discounted for any amount that may be necessary. 
Therefore, I can give you absolute assurance that there will be no curtail- 
ment of your credit.’’ There has never been a time before when bankers 
in this country could talk that way to their clients. The result is that 
thousands of men are working today who would be idle if this system was 
not in operation. 


Some Amendments of Reserve Act Needed 


Amendments to the Act and changes in administrative methods will, of 
course, come, and already there is a conflict of opinion as to what these 
amendments ought to be. I am fully in accord with those who believe that 
the gold stock of the country should be held largely by the Federal Reserve 
banks and that Federal Reserve notes should be issued in its place, but I 
am not in accord with those who think the Act should be so amended as 
to make these notes lawful reserve. I do not believe a real bank reserve, 
which is the foundation of our whole structure of credit, is a thing which 
can be manufactured on a printing press. <A reserve which depends on 
some other reserve for its ultimate redemption is not a sound foundation 
for a financial system; that lesson, at least, has been taught by our experi- 
ences the last fifty years. 

It is argued that the presence of a large volume of Federal Reserve 
notes in our reserves would enable the Federal Reserve Board to correct 
the present tendency to inflation by forcing the retirement of those notes. 
This might be a dangerous power if it was exercised, but we have little 
reason to suppose that it would be exercised. We have a striking object 
lesson before us at the present moment, when, with a dangerous plethora 
of money the Federal Reserve Board permits over $150,000,000 of Federal 
Reserve notes to remain in circulation without charging the Federal Re- 
serve banks a cent of interest for them. 








ACCOUNTED FOR 


‘Think there’s any money in gambling?”’ 
‘‘That’s where most of mine went.’’—Philadelphia Bulletin. 
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THE FINANCIAL AND BUSINESS SITUATION 


By FRANK M. HUSTON 
Financial Editor of the Chicago Evening Post 


Written for The Rand-McNally Bankers’ Monthly 


ANOTHER YEAR HAS passed into history 

—a year that will go into the annals as 
remarkable for its accomplishments in the 
way of recovery from the effects of the in- 
terference with trade and financing by the 
outbreak of the European war and the dis- 
turbed conditions of the initial months of 
that unprecedented conflict. The year closes 
with America occupying a pre-eminent po- 
sition as a banking nation and as a factor 
in the world’s commerce. Whether it will 
be able to maintain this position the fu- 
ture will determine. Much, however, de- 
pends upon the American people and their 
resourcefulness to overcome obstacles that 
stand in the way of retaining the prestige 
that has been thrust upon this country 
by the plunging of Europe into the most 
disastrous armed conflict the world has ever 
known. 

At the outset of the new year America 
finds herself in a fundamentally sound posi- 
tion. Her two enormous crops, unprece- 
dented in size and in market value, her 
strong financial position, with very large 
credits abroad and gold flowing into this 
country at a rate greater than is really 
helpful and with her domestic credit posi- 
tion strong, there is every assurance that 
the United States is sufficiently well forti- 
fied to minimize as far as possible the ill 
effects of the economic readjustment that 
must follow the restoration of peace in 
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Europe. The greatest menace, however, lies 
in the danger of inflation, and inflation 
seems inevitable in face of the enormous 
banking resources and the plethora of 
money which the influx of gold from 
Europe and the change in our federal re- 
serve requirements has brought about. But 
at the moment fundamentals seem sound 
and underlying conditions hold a promise of 


a continuance of expansion in business. 


What the Indices of Trade Show 


All the accepted indices of trade, such 
as bank clearings, gross railway earnings, 
freight car statistics, building operations, 
iron and steel orders, and the details of im- 
ports and exports, attest, to an enormous 
volume of business in this country. There 
is at the moment a development of cau- 
tion that is noticeable. This probably is 
traceable to political, rather than outside 
influences. Naturally with the reconven- 
ing of Congress, domestic politics is likely 
to become more of a factor in the busi- 
ness situation and in the markets than it 
has been in recent months. Political un- 
certainties are frequently more disturbing 
in the financial and business world than 
our actualities. 

Industry just now is breaking new ground 
and many lines of trade which have been 
laggards in the progressive movement in 
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business, in the last eleven months, are 


entering into a zone of expanding activities. 
This is only another indication that mu- 
nitions orders are not the sole factors of 
improvement at this stage and there is 
every reason to believe that our domestic 
business will continue to take up the slack, 
as it develops in the orders for munitions 


from time to time. 
War Orders Started the Wheels Going 


The fact remains that our foreign war 
order business furnished the stimulus to 
speed up our domestic demand, and as a 
consequence of the increased activity in 
the steel mills and elsewhere, together with 
the distribution of wages and funds for raw 
material, sentiment in this country has un- 
dergone a marked change for betterment. 
Stocks of merchandise are low and need re- 
plenishing and the buying movement is in- 
fectious and develops rapidly when once 
one gets under way. Consequently there 
‘is much in the present situation to encour- 
-age the belief in the continuation of the 
‘forward movement and while there is likely 
to be experienced reaction from time to 
time and that some of them may prove 
severe, depending upon the causes yet the 
ultimate trend points to further improve- 
ment. To quote from Jacob A. Schiff, who 
is one of the far-sighted observers of mar- 
ket and business trend:' “Prosperity is 
going to stay. It is not going to cease with 
the end of the war. We have entered upon 
conditions that have never existed before. 
We need appropriate facilities to make 
them permanent.” 

While there may be justification for the 
belief that Mr. Schiff has overstated the 
possibilities following the close of the war, 
in the main his summing up of business con- 
ditions and immediate future prospects are 
generally accepted as correct. It does not 
seem possible that there can be such an 


enormous destruction of life and wealth 


and such a disorganization of enterprise as 
that going on in Europe, without its having 
at least a reflex action on neutral coun- 
tries. History disproves the idea that one 
concern, or one city, or one country, can 
benefit by the misfortunes of another. There 
may be temporary advantage growing out 
of these misfortunes, but it is certainly an 
economic fallacy that this country can 
benefit enormously from the war in Europe 
and continue without reflecting sooner or 
later, the effects of the misfortunes of 
Europe. 


What the Effect of Peace May Be 


There is a theory that European orders 
will terminate to a large extent with peace 
and that the belligerent nations will con- 
tinue to buy liberally from us because of 
the interruption which their own industry 
has experienced. In other words their in- 
dustry has been thrown into such disorder 
that it will require time to re-establish and 
rehabilitate it after the war. To some ex- 
tent this theory is probably sound and 
Europe will likely require a greater amount 
of machinery to take the place of men who 
have been killed in the war, but Europe’s 
credit by the time the war ends will have 
been so strained that it may be difficult for 
her to buy to any considerable extent in 
this or any other markets, outside of its 
own domestic territory and the time is not 
far distant when those belligerent coun- 
tries will be far more anxious to sell their 
products to this country than to buy from 
us, and one reason for this is our enormous 
accumulation of gold and credits. Our gold 
accumulations will attract Europe, which 
will be sorely in need of it after the war is 
over, and our credits representing European 
indebtedness here necessarily will be a fur- 
ther incentive for those countries to enter 
this market in competition with our own 
industries. 


But these particular features relate to 
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development following the restoration of 
peace, rather than for the immediate future, 
as for the present there is no indication of 
an end to the European war, much as that 
is to be desired. Recent developments in- 
dustrially are highly favorable and include 
a series of further advances in the prices 
of basic materials, such as iron, steel, cop- 
per and other metals and crude and retined 
petroleum, all of which as a rule respond 
in direct ratio to a commercial awakening. 
Primarily responsible for this condition of 
prosperity especially in the metals is the 
great European war which has flooded this 
country with orders for steel and muni- 
tions, automobiles, etc., into the composi- 
tion of which, enter as a fundamental in- 


gredient, copper and iron. 
Fear of Congestion: Stimulates Orders 


But there are evidences at the moment 
that the sudden expansion in business has 
been overstimulated by a fear among do- 
mestic consumers that materials needed in 
manufacturing later on would not be forth- 
coming when required. An indication of 
this is found in the railroad situation, es- 
pecially that phase relating to car short- 
age. Careful investigation indicates that, 
aside from the congestion at the terminals 
along the Atlantic seacoast, there is little 
in the car situation at the present time to 
cause apprehension. The fact is that in 
this congestion in the East, where it is 
estimated at one time recently that there 
were something like 50,000 loaded freight 
ears awaiting opportunities to discharge 
their cargoes into vessels for export, the 
railroad equipment would be ample to care 
for the volume of business. Normally there 
are about 10,000 cars of export business at 
the eastern terminals, and that 40,000 cars 
would be released were it not for the short- 
age of ocean vessels space and terminal 
facilities for handling. 


The trouble seems to be that everybody 
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is ordering more than their actual needs. 
This applies to eoal, steel and other »com- 
modities. Coal shippers are particularly 
ambitious in ordering cars, and it is esti- 
mated that in excess of 25 per cent have 
been ordered in their theoretical over their 
actual needs. This is based on the state- 
ment that nobody is short of coal. The 
more serious phase of the freight strain is 
the congestion of foodstuffs and manitions 


for Europe. | 
Steel Men Urge Moderation 


Already the steel makers are seeking to 
reassure their customers that they will not 
be discriminated against in the crush of 
European orders, providing domestic orders 
are specified against for future delivery. 
It is obvious that deliveries cannot be made 
to all at once. An investigation is being 
made of the needs of customers by the steel 
makers, to safeguard them against a short- 
age later on, and at the same time not de- 
prive others of needed. steel products while 
contributing to the stocking up for months 
ahead by other customers. 

It has been discovered that some large 
consumers have even borrowed money to 
stock up against future needs for fear of a 
congestion at the mills, whereas by specify- 
ing against orders for delivery next April 
or May, they would be just as well -pro- 
vided for and would save unnecessary cost 
by carrying the stocks in their warehouses 
or yards. This would tend to lighten the 
load that is now pressing on the steel mills 


and avert a reaction later on. 


Contributing to England’s Prestige 


There is another phase of the business 
situation that is worthy of consideration. 
It may be seriously questioned whether we 
have pursued the wisest policy in connec- 
tion with our foreign trade. American greed 


has stimulated a desire to grab off large 
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munition orders, affording enormous profits 
and thus overstimulating the manufacture 
of that class of material and permitting 
England to continue to supply the ordi- 
nary commodities to her customers in all 
parts of the world. Had our attitude been 
a little different we might have supplied 
these ordinary commodities, at a good profit, 
and forced England and the allies to con- 
vert their ordinary manufacturing plants 
into munition plants. The effect of such 
a policy would have been very beneficial 
to a permanency of our foreign trade, where- 
as when the war stops we will have a very 
large number of plants equipped for mu- 
nitions and similar articles of warfare that 
will be suddenly made idle, while England 
will be able to continue the usual lines of 
manufacture. 

There is another feature of our for- 
eign trade that is essential and that is a 
merchant marine flying the American flag. 
The munition business that we are doing 
is not calculated to stimulate investment in 
American vessels, because, necessarily it 
must be short-lived. Had we developed the 
more permanent expansion in exports of 
manufactured goods and left the allies to 
manufacture their own munitions, and sim- 
ply supplied them with the raw materials, 
we would have had a more substantial basis 
for building up a merchant marine thru 
the use of private capital. 


Encourage Permanent Product 


It is not too late to begin to turn atten- 
tion to the encouragement of these per- 
manent developments in, our export and 
manufacturing business. Our munition fac- 
tories will continue to do business, of course, 
until the war ends, but instead of there be- 
ing a further expansion in the volume of 
output of munitions, a public sentiment 
should be created that would encourage the 
development and expansion of other manu- 
factures for export business, and the hold- 
ing of the expansion of our munition busi- 
ness in check, forcing the allies to increase 
their home manufacture of war munitions. 


A study of the foreign trade statistics 
shows that the bulk of the increase in our 
export business has been with Great Britain 
and France and not with the neutral coun- 
tries, while, on the other hand, Great Britain 


is gradually expanding her business with the 
neutrals to more nearly normal conditions. 
She has a distinct advantage in the fact 
that her merchant marine practically has 
not been seriously impaired, through in- 
terference by the war, and as she carries 
a very large percentage of the ocean freight 
of; the world, America is very considerably 
handicapped in opening up and holding new 
markets. 


Some Hard Problems to be Solved 


It is apparent to those who give this 
subject of our foreign trade and our do- 
mestic conditions careful and_ serious 
thought, unbiased by prejudice, that we have 
some very grave problems to work out in 
the matter of holding the position in the 
world’s commerce that has been thrust 
upon us by the European war. 

The annual convening of Congress at 
Washington usually is an unsettling fac 
tor on the security market and a checking 
influence in the business world, and this 
feature may be accentuated this year by 
the unusual circumstances in the war. The 
question of preparedness has already oc- 
-asioned a wide diversion of opinion within 
the ranks of the dominant party, and, 
should the proposed measure be success- 
ful, it is likely to occasion further dissen- 
sions, through the necessity of finding the 
ways and means of carrying into effect the 
program which entails a heavy expenditure 
of money. 


Some Conflicting Features 


The administration at Washington is ad- 
verse to financing any of its plans for pre- 
paredness through an issue of bonds. Presi- 
dent Wilson has urged that the financing 
be done through taxation, direct and in- 
direct, mostly direct. Whether these reve- 
nues be produced by an increase in the 
income taxes and other phases of internal 
revenue taxes or through an issue of bonds 
is one of the problems confronting the 
present Congress. But the fact remains 
that the country is thoroughly convinced 
that there must be greater preparation for 
national defense. Our expansion as a world 
power in commerce and in our international] 
relations brings with it added responsibility 
that cannot be shirked. 
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It is obvious that. even with the expan- 
sion of industry and the prospect of further 
development the future is not all clear 
sailing. But for a time at least business 
seems to have a sufficient momentum to 
carry it considerably further, especially as 
Congress is likely to have its ear close to the 
ground and to quickly note any discordant 
influences that might effect the result of 
the general elections a year hence. It seems 
somewhat difficult to reconcile the redun- 
dancy in money as represented by the loan- 
able funds in the banks in all sections of 
the country, with the uniformly favorable 
reports of activity in general trade and in- 
dustry. That such redundance does exist 
is without question. Undoubtedly the war 
order activity has been communicated to 
other lines of our national activities. 
War order profits real and prospective to 
a very large extent have been the main 
source of investment in the market for se- 
curities. The higher wages of labor in the 
munition plants and other industrial con- 
cerns that have been influenced in sympathy 
and increased the general purchasing, hence 
there seems slight reason to believe that 
reports of unusual activity in the great 
industries as well as trade channels are 
exaggerated. 

But it seems incomprehensible that so 
much money should be lying idle in the 
banks of the country and that interest 
rates at this particular season of the year, 
especially in view of our admittedly un- 
exampled harvests should be on such a 
bedrock basis. The answer to this highly 
anomalous money situation is that capital 
as distinct from money, the token, is ex- 
tremely cautious. New enterprises, are still 
very backward and banks are not under- 
Writing railroad, industrial or public utility 
expansion with any degree of freedom. 


Investment Demand Broadening 


In other words we have yet to reach the 
point where progress has been resumed. All 
that has taken place so far is that from the 


trade and industrial viewpoint, we are catch- 


ing up on old scores after a long period of 
depression, and this may be all that we can 
hope to do while war is so actively de- 
stroying life and wealth in other parts of 
the world. But this should afford us an op- 
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portunity in this country to finance our rail- 
roads and establish industries on g more 
permanent basis. 


With the investment demand steadily 
improving, and the immediate future hold- 
ing good prospects of a very active bond 
market, the situation, generally speaking, 
seems to be working around satisfactorily, 
despite some unfavorable developments in 
the European war. Naturally the constant 
accumulation of surplus reserve funds 
throughout ‘this country stimulates a de- 
mand for securities in which this surplus can 
be employed. This accumulation, therefore, 
necessarily is the determining factor in the 
improved condition. Shrewd investors are 
alert and ever ready to take advantage of 
investment yields that are attractive when 
measured with the interest rates on money. 


Corporation Financing Is Lagging 


So far as the speculative market is con- 
cerned, especially in stocks, there seems to 
be a more national tendency. But a dis- 
position on the part of some of the war 
stocks to recover and an advance in the 
prices of railroad shares to higher levels 
would not be surprising. Naturally the 
tremendous supply of loanable funds avail- 
able for stock market purposes is sufficient 
to stimulate the stock market and even 
overcome the handicap of stiff marginal re- 
quirements on many of the war stocks. The 
lure of prospective profits is sufficient, in 
view of the plethoric money conditions, to 
induce speculators to take a chance, while 
the more conservative investors are turning 
their attention to the railroad shares and 
the ultra-conservative element is more ac- 
tively engaged in the bond market. 

So far as corporation financing is con- 
cerned, there seems to be little offered. 
There is one feature, however, in the re- 
cent developments in the bond market that 
is encouraging, because it indicates that the 
rejuvenation of the bond market activities 
is now well under way. It has been ob- 
served that for the first time since the out- 
break of the war Europe has been able to 
conduct some liquidation with bonds on a 
rising scale. 


There is one feature that is worthy of 
mention in this connection and that is the 






































58 THE RAND-McNALLY BANKERS’ MONTHLY 


view advanced that many of the companies 
will result in an extinguishment of their 
bonded indebtedness, thus providing a de- 
mand for new issues. This, particularly, 
will be beneficial to the railroads, which now 
seem to be coming into their own, and are 
in a position to undertake some financing 
during the next few months and possibly 
covering a period of several years. Under 
the new conditions the railroads will be 
able to raise the funds, they must inevitably 
raise, and it seems probable at a more mod- 
erate rate in the immediate future than 
later on. 


Problem of Financing the War Serious 


The problem of financing the war is rap- 
idly becoming greater than it was. The 
cost of the prosecution of the military cam- 
paign in Europe has risen and will probably 
continue to rise for some time to come. It 
is estimated by Francis W. Hirst, Editor 
of the London Economist, that the six prin- 
cipal belligerents in the European conflict 
are spending at the rate of $90,000,000 a 
day. At that rate it seems probable that 
one side or the other must surely feel the 
pinch before long. Yet it is also true that 
the poverty of a nation has never yet kept 
it from waging war, so that it would not be 
safe to conclude that the present struggle 
will prove an exception to the general rule. 


Naturally the allies are apparently feeling 
the strain most. This may be explained 
by our lack or definite information regard- 
ing the internal affairs of Germany, except- 
ing through such news advices as are passed 
by the German censor, and also by the fact 
that we are in possession of fairly accurate 
information concerning the financial affairs 
of the allies. Then again Germany and 
Austria are so situated, because of the 
blockade and their geographical location, 
that commercial communication is prac- 
tically denied her with the outside world. 


Germany’s Great Strain Is Ahead 


On the other hand, the allied countries are 
continuing their commerce with each other 
and with the neutral countries of the world, 
and naturally the sensitive international ex- 
change markets reflect any development re- 


garding the financial and credit status of 
these countries. Germany’s greatest strain, 
financially, and so far as her credit situation 
is concerned, is likely to come at the con- 
clusion of the war, unless of course she is 
able to collect a very heavy indemnity from 
her foes. And even then, pending the pay- 
ment of that indebtedness Germany’s read- 
justment is likely to prove acute anid dis- 
turbing. 

But there is nothing in the foreign credit 
situation as yet, that need cause this coun- 
try any anxiety. Gold continues to flow to 
our shores and present credit arrangements 
are based on the highest type of securities 
for investment purposes or on collateral 
usually used in arranging banking credit 
loans. The loan recently negotiated by 
London banks is strictly a banking arrange- 
ment between the joint stock institutions of 
Great Britain and the individual banks in 
this country, and should cause no appre- 
hension, whatever. On the other hand this 
should stimulate confidence in a continuation 
of our international trade, which has been 
the backbone of our business activity in 
months gone by and has proved the in- 
centive to a revival in general business that 
now seems well under way, and progressing. 


Some of the Great Constructive Factors 


It is unnecessary to dwell at any length 
upon the constructive factors at work in 
this country. They include as the primary 
essential the record breaking harvests of 
all important products, except cotton, and 
the circumstances surrounding that staple 
are such that a shortage in production may 
be justly considered a favorable, rather than 
an adverse, feature. 


On every hand there is evidence that 
prudence and economy, resulting from finan- 
cial and commercial contraction impelled, in 
the first instance, by the political upheaval 
in this country and an intermeddling in 
corporate affairs, and at a later stage by un- 
certainties engendered by the war, have 
contributed enormously to a large accumula- 
tion of funds. The provisions of the Fed- 
eral Reserve Act in lowering the reserve 
requirements and in stimulating confidence 
by making accessible practically all of the 
additional circulating media that might be 
required under the most trying conditions 
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of financial stress, also has added to our 
stock of available funds. 


In consequence of these facts, our great- 
est menace is the almost certainty of a 
period of inflation. In this country we are 
apt to go to extremes. This is the tendency 
in all new, and more or less inexperienced 
countries where profits have been liberal and 
it is possible to average losses and profits 
with a favorable showing on the right side 
of the ledger. In the older countries, con- 
servatism has been forced by the narrow 
margins of profits. This conservatism 
abroad, however, is not without its effect 
on the financial sentiment of the newer 
countries, and the time necessarily must 
come, in a period of inflation, when conser- 
vatism will assert itself and force deflation, 
the character of which is dependent upon 
the extent to which we have inflated. 


Wage Readjustments Are Likely 


There is another feature in the present in- 
dustrial situation that deserves considera- 
tion. The war business has resulted in an 
advance in basic prices so extensively that 
it has already influenced a withholding of 
orders by domestic consumers, wherever that 
is possible. This should be beneficial as, 
unless the war should end as suddenly as 
it began, there is reason to believe that 
these conditions will adjust themselves, 
without serious disturbance. The disturb- 
ing features, however, are likely to come 
following the war, rather than at the pres- 
ent time, for many lines of industry have 
been so pressed for labor that wages have 
been advanced until they are out of line 
with industries not stimulated by war or- 
ders carrying abnormal profits. 


Necessarily the cessation of such orders 
carrying abnormal profits will compel a re- 
adjustment of the wage scales to their 
normal levels and such readjustments, un- 
less there is a condition of business stagna- 
tion which seems unlikely for a time at 
least is not probable without resistance from 
the wage earner. Abnormal conditions, 
however, are usually followed by extensive 
reactions, and just so far as wage levels 
are abnormally high it is probable that a 
readjustment to normal levels will take 
place, regardless of the resistance. 
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The current year has been one of sensa- 
tions and anomAlies in trade, finance and 
investment, in which bonds, along with war 
stocks, railroad and copper issues, have fig- 
ured pre-eminently. Strength in the bond 
market was very late in developing, whereas, 
according to the general rule, strength in 
the bond market should have antedated the 
rather far-reaching upturn in the stock 
market by a considerable period of time. 
But it is worthy of note that while the 
bond market lagged during the period of bul- 
lish activity in stocks, especially the war 
issues, it is expanding in a way that indi- 
cates a return of confidence on the part of 
the investment public and a scarcity of 
desirable issues. 


Has Been a Year of Anomalies 


Almost until the close of August the listed 
bond market during the current year sagged. 
In September the turn came and October 
and November witnessed one of the most 
remarkable advances in bonds that ever 
occurred. The gain in prices during October, 
in one representative bond average, compris- 
ing twenty-five bonds was 21% points. The 
number of occasions on which an advance 
of this magnitude has been exceeded have 
been notably few, only three times since 
1906 and only one time has the advance 
been substantially exceeded in magnitude 
and that was just following the panic of 
1907, when there was an upward movement 
in bonds amounting to more than six points 
on the average. 


Seek Our Investment Funds 


Foreign nations and foreign enterprises, 
heretofore dependent upon England and 
France for financial assistance, are turning 
to this country in increasing numbers and 
the movement to expand our activities in 
the countries beyond the seas is a step in 
the right direction. Peace when it comes, 
it is pointed out, will bring many problems 
in its train and not the least interesting and 
important of these involves the question of 
our ability to hold the pre-eminent position 
which we have attained in the money mar- 
kets of the world. No doubt this country 
will have to fight hard to do so, and the 
formation of such corporations as that re- 
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cently announced for the purpose of financ- 
ing foreign business better equips for the 
contest by timely mobilization of forces. 

One of the surprising developments in 
our financial and investment situation is 
the strength of the bond market despite the 
large foreign loan, floated here. When the 
Anglo-French loan of half a billion dollars 
was being discussed apprehension was felt 
lest this would curtail the amount of avail- 
able investment funds for our own use. The 
bond market has broadened in face of com- 
petition from these foreign offerings on a 
514 to 6 per cent basis. 

The American investment market has 
been thoroughly tried out under competi- 
tion of this kind for there have been offer- 
ings here of Austrian, German, French 
Argentine, Italian as well as Anglo-French 
bonds. The plethora of money due to the 
operations of our new banking system and 
to the long period of inactivity in industry 
and domestic business undoubtedly has con- 
tributed its share to the results accom- 
plished. But there is another phase of the 
development that is worthy of consideration. 
The well-known difficulty in shifting the 
Anglo-French loan into investment hands 
clearly revealed the powers of discrimination 
by our investors, who have evinced a deter- 
mination to keep their money at home for 
domestic investment needs rather than 
wholesale it abroad during the war. 


May Help Permanent Financing 


Obviously, while our investors are in this 
frame of mind, the outlook for a continuance 
of a good bond market is quite favorable, 
and ultimately, it is conceivable, it may 
reach such a point as to render possible 
financing by our railroads and industrials on 
a large scale and on a basis nearer to 4 per 
cent than has been seen for a considerable 
time. It is beyond question that our in- 
dustrials would seize such an opportunity 
with avidity as their needs for capital are 
considerable and will increase. Our rail- 
roads have been skimpy in the matter of 
betterments and improvements for a long 
period of time, and during this time, because 
of their restricted income they have been 
holding aloof from the capital markets and 
financing themselves with short term notes 
at high rates. 

Naturally an opportunity to enable the 


railroads to secure much needed capital at. 
cheap rates would be welcome. It is pos- 
sible that after the war our investors may 
be more receptive to foreign loans, if well 
secured and the rate is sufficiently high 
as it is sure to be. In that case our new 
financing, probably, would have to suffer by 
competition. The rate of new domestic 
issues necessarily would have to be raised 
and this would depress the price of out- 
standing issues. Of course by that time 
there would be a depletion in the amount of 
available capital at home. Up to the pres- 
ent time there has been European liquida- 
tion of American securities aggregating 
somewhere between $2,000,000,000 and 
$3,000,000,000, and probably one reason that 
this amount has not been swelled to a 
larger figure is that foreign holders of our 
bonds, generally, purchased them at the 
much higher prices in past years so that it 
would not be at all unreasonable to expect 
that the shrinkage ‘in the value of their 
holdings has been at least 10 per cent. 


Inflation Is Our Greatest Menace 


To what extent the currency expansion 
abroad together with the domestic war or- 
der business has been responsible for the 
tenacity with which some foreign holders 
have clung to their American bonds during 
the time when the exchange market was 
being adjusted by every means possible, is 
difficult to determine. It is rather remark- 
able that some have preferred to part with 
gold rather than with their American in- 
vestments. But as fast as our bond mar- 
ket rises Europe probably will sell these 
bonds and get into shape to take on their 
own loans at the higher rates to be offered. 


The big balance owed us by Europe on 
trade transactions and the large amount 
saved to us by curtailment of tourist ex- 
penditures and the savings in the interest 
and dividends, which we formerly sent over 
in connection with their holdings of our se- 
curities are a considerable factor in offset- 
ting in the capital market our losses of 
European capital. But it would not be sur- 
prising if there develops a period of high 
rates for long term capital. This seems 
inevitable sooner or later and in such a 
period the price of prime bonds necessarily 
must decline until their yields have been 
lifted in consonance with the market. 
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Already plans are being formulated for the 
annual convention of the American Bank- 
ers’ Association at Kansas City. The first 
action, of course, was the designating of 
hotels, and the Muehlenback and Baltimore 
Hotels were honored by being selected as 
the headquarters hotels. The date is the 
next important step, and this will probably 
be some day in the latter part of September, 
although a definite date has not yet been 
selected. R. C. Menefee, vice-president of 
the Commerce Trust Company of Kansas 
City is chairman of the Hotels Committee, 
and is in charge of all requests for reserva- 
tions. 


In all probability the winter meeting of 
the Vermont Bankers’ Association will occur 
on Washington’s Birthday, February 22, as 
has been the custom for several years, 
though the executive council may change 
the custom and fix some other date when 
they meet in January. The place has not 
yet’ been decided upon, nor have the speak- 
ers been engaged. 


The National Bank Section of the Amer- 
ican Bankers’ Association is now fully or- 
ganized, having held the first meeting 
early in November and elected Cashier F. 
W. Hyde of the National Chautauqua 
County Bank of Jamestown, N. Y., presi- 
dent of the section. 


Harry Bagby, president of the Farmers 
State Bank of Vinita, has been appointed 
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secretary of the Oklahoma Bankers’ Asso- 
ciation, to succeed W. B. Harrison, who re- 
signed to go to the St. Louis Cattle Loan 
Company. The change will take place Janu- 
ary 1. 


The mid-winter dinner of the Massa- 
chusetts Bankers’ Association will be held 
at the Copley-Plaza in Boston on the evening 
of January 5, 1916. 


President L. B. Franklin of the Invest- 
ment Bankers’ Association of America has 
appointed the various Committees of the 
Association for the transaction of the many 
important matters which will come up dur- 
ing the year 1915-16. The Chairman of 
these Committees are as follows: Wm. R. 
Compton, Agricultural Credits, Wm. R. 
Compton Company, St. Louis; Chas. H. Gil- 
man, Constitution and By-Laws, Chas. H. 
Gilman & Co., Portland, Me.; Geo. H. Taylor, 
Finances and Auditing, E. H. Rollins & Sons, 
Chicago; Barrett Wendell, Jr., Foreign Re- 
lations, Lee, Higginson & Co., Boston; John 
A. Prescott, Irrigation Bonds, Prescott and 
Snider, Kansas City, Mo.; Allen G. Hoyt, 
Legislation, N. W. Halsey & Co., New York 
City; H. L. Stuart, Membership, N. W. 
Halsey & Co., Chicago; Wm. G. Baker, Jr., 
Municipal Bonds, Baker, Watts & Co., Bal- 
timore; Reamy E. Field, Program for An- 
nual Meeting, Field, Richards & Co., Cin- 
cinnati; Samuel L. Fuller, Publicity, Kissel, 
Kinnicutt & Co., New York City; John E. 
Oldham, Public Service Corporation Bonds, 
Merrill, Oldham & Co., Boston; John E. 
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Blunt, Jr., Railroad Bonds and Equipment 
Trusts, Merchants Loan & Trust Company, 
Chicago; Chas, A. Otis, Real Estate Bonds, 
Otis & Company, Cleveland; J. Sheppard 
Smith, Reclamation Bonds, Mississippi Val- 
ley Trust Company, St. Louis; Wm. L. Ross, 
Taxation, Second Ward Savings Bank, Mil- 
waukee, Wisconsin; Calvin Fentress, Timber 
Bonds, Lyon, Gary & Co., Chicago. 


George Burn, president of the Canadian 
Bankers’ Association, has been made chair- 
man of a committee to consider the matter 
brought up in a speech at Montreal by R. 
H. Brand, financial representative of Min- 
ister David Lloyd George, suggesting that 
Canada would have to finance the Dominion’s 
output of munitions. 







W. P. Sharer, president First National 
Bank, Zanesville, Ohio, has been made chair- 
man of the committee on credit forms, au- 
thorized at the Seattle meeting of the 
Executive Council of the American Bankers’ 
Association. 







The Bankers’ Ad Association of Pittsburg 
held a meeting at the Ft. Pitt Hotel in 
Pittsburg, Dec. 7. Several good speakers 
delivered addresses on subjects that have to 
do with the every-day problems of the mem- 
bers of the association. A discussion of 
the Federal Reserve Act was led by E. S. 
Eggers of the Union National Bank, Alex- 
ander Dunbar of the Bank of Pittsburg, 
N. A., and George C. Watt of the First 
National Bank of Braddock. 







The annual convention of the Alabama 
Bankers’ Association has been changed from 
the dates first selected in order to avoid 
conflict with the Mississippi convention and 
the spring meeting of the A. B. A. Council, 
the dates for both of which were announced 
after Alabama’s had been published. The 
Alabama convention will be held at Pensa- 
cola, Fla., on Thursday, Friday and Satur- 
day, April 27, 28 and 29, with headquarters 
at the San Carlos Hotel. 
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President James K. Lynch of the Amer- 
ican Bankers’ Association announces the ap- 
pointment of the following territorial vice- 
presidents: Alaska—Sidney Anderson, 
cashier Bank of Seward, Seward. Canal 
Zone—-A, G. Clapham, president Commercial 
National Bank of Washington, D. C.; branch, 
Cristobal. Hawaii—S. M. Damon, Bishop & 
Co., Honolulu, Philippine Islands—D. Gar- 
cia, cashier Bank of the Philippine Islands, 
Manila. Porto Rico—Burt O. Clark, man- 
American Colonial Bank; 


ager 


branch, 
Mayaguez, 


At the recent first annual meeting of the 
Connecticut Association of State Bankers, 
organized last February, W. P. Bryan, sec- 
retary of the Colonial Trust Company of 
Waterbury, Conn., was elected president of 
the organization, for the ensuing year. 


An interesting and educational program 
was provided for visitors to the Cotton 
States’ Bankers’ Conference at New Orleans, 
Dec. 6-7. Among the leading speakers were 
W. P. G. Harding, member Federal Reserve 
Board, Dr. Bradford Knapp of United States 
Department of Agriculture and 
other able speakers. 


several 


In competition with three other cities for 
the convention of the Pennsylvania Bankers’ 
Association for 1916, Philadelphia was vic- 
torious. The date for the gathering has not 
been fixed, but will probably be early in 
May. 


Ohio Private Bankers’ Association held 
its annual meeting at the Chittenden Hotel 


in Columbus, Dee. 9. 


The Wisconsin Bankers’ Association is to 
conduct an agricultural show at Madison 
during the farmers’ short course at the Uni- 
versity of Wisconsin in January. 


The prize 
Wisconsin farm exhibit now being shown at 
the Panama-Pacific exposition will be 
brought to Madison, together with the prize 
winning grains and other farm products 
from the ditferent county agricultural shows, 
conducted by the bankers of the state. 
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Chicago Chapter’s chief social event of 
the year takes place this month—the An- 
nual Banquet. The banquet is the feature 
always looked forward to. The Hotel La 
Salle will be the scene of the gathering on 
Jan. 22. A splendid list of speakers will 
be provided in addition to the finest enter- 
tainment obtainable. Anyone who has at- 
tended previous banquets of Chicago Chapter 
will undoubtedly reserve Jan. 22 for the 
Hotel La Salle. At the time of going to 
press the speakers have not yet been made 
known but negotiations are pending to have 
Mayor Thompson of Chicago ,be 
speaker. 

Im addition to the regular list of commit- 
tees appointed yearly by the president of 
the American Institute of Banking, two new 
committees have been appointed this year— 
the Committee on Thrift and the Committee 
on Military Instruction. 


chief 


January will open the gigantic thrift 
campaign to be conducted by the American 
Institute of Banking all over the United 
States. The slogan “One Million New Sav- 
ers in 1916” is counted to fire the enthusiasm 
of all the workers toward this end. .De- 
cember marked the one hundredth anniver- 
sary of the founding of the first savings 
bank. To aid this movement literature will 
be circulated among the schools and news- 
papers, thrift talks will be published, and 
lectures delivered. The campaign, under the 
direction of a Centennial Advisory Thrift 
Commission, will be conducted by the Sav- 
ings Bank Section of the American Bankers’ 
Association, through the sixty-two chapters, 
in as many cities, of the American Institute 
of Banking. 

At the regular semi-monthly meeting of 
the Forum Section of New York Chapter, 
Dec. 1, the subject discussed was “The Fed- 


" (63) 





” 


eral Reserve Banks and Our Gold Reserve. 
A very able address on this subject was de- 
livered by J. E. Rovensky, Assistant Cashier 
of the National Bank of Commerce in New 
York, before the Forum. 

Both in membership and _ educational 
work, the present is the banner year of Chi- 
eago Chapter. The organization roster con- 
tains nearly 1,500 names with approximately 
half the total enrolled in the various classes. 
The law course, as usual, leads; but the 
classes in banking and finance, in English, 
and in Public Speaking, show in no uncer- 
tain way the younger bankers’ appreciation 
of the need of general as well as specialized 
education. 

Two very able addresses were delivered 
before Philadelphia Chapter, Dec 3. Sec- 
retary H. Parker Willis, of the Federal 
Reserve Board spoke on “The True Place of 
the Reserve Bank,” while Eric A. Lof of 
the General Electric Company, took as his 
subject “The Panama Canal and Its Elec- 
trical Equipment.” Mr. Lof illustrated his 
talk with moving pictures. 

Yederal Reserve Agent David C. Wills 
recently Cleveland Chapter. on 
“Foreign and Trade Acceptances.” 


addressed 


Seaside Section of New York Chapter on 
Dee. 11 held a Reunion Dinner of the section. 

The Third Members’ Night meeting of 
Philadelphia Chapter was held Dec. 17. The 
subject for discussion was “The Transit De- 
partment.” O. Howard Wolfe, assistant 
cashier of the Philadelphia National Bank 
was the leader of the discussion. 

Chicago Chapter now proudly boasts an 
orchestra—a real serious musical organiza- 
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tion of nearly forty members and a director. 
The orchestra embraces musicians on all in- 
struments. While members of the local chap- 
ter admit the work is not quite up to the 
standard of the Chicago Symphony, they as- 
sert it is showing marked improvement 
and promises to be one of the real features 
of the Chapter. 

Secretary M. W. Harrison of the Savings 
Bank Section of the American Bankers’ 
Association has been extremely busy visit- 
ing the various chapters of the Institute re- 
cently, explaining the Thrift Campaign and 
outlining the work of the Thrift Com- 
mittee. 

In connection with the Thrift Campaign 
Buffalo Chapter has been conducting a num- 
ber of discussions before a club of fifty girls, 
the final talk being held Dec. 2. Following 
are some of the subjects which were dis- 
cussed : “Fundamental Principles of 
Thrift;” “Methods of Teaching Children to 
Save;” “Household Efficiency and the Keep- 
ing of Personal Accounts;” and finally 
“Banking in Its Relation to Thrift.” 

The National Committee on Public Speak- 
ing and Debating is trying to arrange a series 
of match debates, culminating in a final 
cup contest before the next American In- 
stitute of Banking Convention at Cincinnati. 
The Public Speaking Contest of Philadelphia 
Chapter, scheduled for March bids fair to be 
an interesting one. Many entries are in al- 
ready with such subjects as: “New York 
as the International Monetary Centre;” 
“Our Future Relations with South Amer- 
ica;” and “Rural Credits and Acceptances 
versus Open Accounts.” 


EXPLAINS CLEARING PLAN 

In anticipation of the exchange proposi- 
tion in the near future, R. C. Menefee, vice- 
president of the Commerce Trust Company 
of Kansas City, has sent a letter to the 
state banks in District No. 10, suggesting 
to the bankers what mode of procedure will 
be necessary to formulate some plan to 
meet the conditions when the Federal Re- 
serve system is complete. The plan is to 
be inaugurated so that customers’ checks 
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can be handled throughout the United 
States on the same basis as individual 
checks drawn on member banks of the 
Federal Reserve system. The Commerce 
Trust Company endorses the Federal Re- 
serve Act as a step forward in the perfect- 
ing of our country’s financial system. In 
explaining the act the Commerce Trust 
letter says: 

“As soon as the act is put into complete 
operation the interchange of items between 
different reserve districts will undoubtedly 
be par. Then, so far as the member banks 
are concerned, the whole United States will 
be on a par basis. A check drawn on a 
national bank in California will be cashed 
at par at a national bank in Maine. It is 
for this condition that non-member banks 
should prepare. 

“Now, for example, John Smith draws 
his personal check on Citizens State Bank 
of Seneca, Kan., in favor of William Jones 
in New York. Upon clearing this check, 
Jones pays exchange because the Seneca 
bank is a non-member. Jones writes a mild 
protest to Smith and suggests that Mr. 
Smith take advantage of the facilities of- 
fered by member banks. Obviously John 
Smith is impressed with the suggestion and 
eventually the result will be a transfer of 
his aecount to a national bank. 

“Non-member banks should devise some 
means of meeting this condition. To this 
end we solicit your opinion on a proposed 
system of clearing country items at par 
which will appeal to the state banks of 
our Federal Reserve District in a similar 
manner as the federal system appeals in 
that respect to member banks. 

“Our purpose would be to make possible 
the clearing at par of both individual and 
bank items drawn on any of our cor- 
respondent banks through Commerce Trust 
Company. Our correspondents may take 
advantage of our par privileges by simply 
printing or stamping on all their checks 
(both individual and bank) the words: 
‘Collectible at par, through Commerce Trust 
Company, Kansas City.’ 

“All items so cleared by us would be 
charged to our correspondent’s account on 
the day of clearance and forwarded to such 
correspondent in that day’s letter. Thus, 
John Smith’s check on the Citizens State 
Bank of Seneca would be received in New 
York at par.” 
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A DEFALCATION 


in your bank might effect a serious 
depletion of your surplus. 





The best protection against such 
a contingency is a Bank Fidelity 
Bond issued by the American 
Surety Company of New York. 
This bond is simple in language, 
free from ambiguities, and is backed 
by the ample assets of the 


AMERICAN SURETY 
COMPANY 


OF NEW YORK 


HOME OFFICE, 100 BROADWAY, NEW YORK 
F. W. LAFRENTZ, President 
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The Detroit Trust Company, of Detroit, 
Mich., is now ensconced in its new home. 
The present building is three stories high, 
but the foundations and substructure have 
been built so that the number of stories 
may be increased to twelve. The exterior 
of the building is Italian Renaissance. 

Presidents James B. Forgan and George 
M. Reynolds of the First National and Con- 
tinental & Commercial National Banks of 
Chicago were recently the guests of the Des 
Moines Bankers’ Club at a banquet given 
in their honor. 

Former vice-president Frank V. Baldwin 
of the Chatham & Phenix National Bank of 
New York is now president of the Hudson 
Trust Company of that city, having recently 
been elected to succeed E. R. Chapman. 


For Safety and Service, send your legal 
work to Bonded Attorneys listed in the 
Rand-McNally Bankers’ Directory and 
List of Attorneys. 

George M. Reynolds of Chicago and A. H. 
Vogel of Milwaukee were re-elected Class A 
and Class B directors respectively of the 
Federal Reserve Bank of Chicago. 

Early in December Robert H. Bean en- 
tered the banking business in Portland, 
Me., having recently resigned as treasurer 
of the Old South Trust Company of Boston. 
Mr. Bean was succeeded by Frank Carens, 
formerly treasurer of the Hibernia Savings 
Bank of Boston. 

Turn to the Index ‘“‘Lawyers”’ in the 
Rand-McNally Bankers’ Directory (Jan- 
uary 1915 edition) and read the first few 
pages. They will interest you. 

James B, Forgan officially retired as presi- 
dent of the First National and First Trust 
& Savings banks of Chicago, Dec. 31, being 
succeeded by F. O. Wetmore in the National 


bank and by E. K. Boisot in the Savings 
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bank. Mr. Forgan remains as chairman of 
the board of the two banks. 


Use the coupons and insure your busi- 
ness sent to Bonded Attorneys listed in 
the Rand-McNally Bankers’ Directory. 

The Park Savings Bank opened for busi- 
ness in Milwaukee, Dee. 1, in newly erected 
quarters. Following are the officers of this 
$50,000 bank: President, Jesse Cappon; 
vice-president, Jacob Neumueller; and A. 
G. Langlois, cashier. 

The Harriman National Bank Building of 
New York has been sold to a prominent 
investor and tobacco magnate. The bank 
occupies the first floor with safety deposit 
vaults below. 

The Swedish Banks’ Association has pub- 
lished a book covering the growth of Swed- 
ish banking companies from 1824 to 1913. 
The book was originally prepared for the 
San Francisco exhibition. 

The J. G. White Engineering Corporation 
of New York has obtained a contract for 
the engineering and construction of exten- 
sions and improvements to the power plant 
of the Ansco Company of Binghamton, New 
York, 

William A. Heath, president of the Live 
Stock Exchange National Bank of Chicago, 
was recently presented with a loving cup 
by the employes of his institution, as a 
token of esteem and good will. 

The National Bank of New Berne recently 
celebrated the close of fifty years of bank- 
ing, the institution having started in the 
banking field Nov. 27, 1865. 

The Department of Commerce has pub- 
lished and is distributing a special article on 
“Banking Opportunities in South America,” 
by William H. Lough, special agent of the 

Department. 
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Now that the Yuletide season with its 
gayeties and festivities is over one may turn 
his attention to bookish things, and hail with 
pleasure some of the better publications with 
which to while away our idle hours. 

We know of no recent book which would 
answer this purpose better than ‘A QUIET 
CORNER IN A LIBRARY’’ (Rand 
MeNally & Company), by Prof: Wm. Henry 
Hudson. This is a compilation of essays by 
this famous American who now resides in 
London in which Professor Hudson discusses 
in his own highly attractive way the writers, 
Tom Hood, George Lillo, and Samuel 
Richardson, and the author of ‘Sally in Our 
Alley.” A quiet hour can be profitably spent 
with this little volume. 


THE CHRISTMAS SHIP 


Another new book which is well worth 
while is Lilian Bell’s most recent work, ‘“THE 
STORY OF THE CHRISTMAS SHIP,” 
a most interesting account of the greatest 
philanthropy of recent years; the story of how 
Miss Bell originated the idea and, with the 
co-operation of forty million people, sent 
seven million gifts to the War Orphans of 
Europe. 

Many interesting books have been written 
by Miss Bell, but we venture to say that she 
never has written, and never will write, a more 
inspiring and fascinating book than “THE 
STORY OF THE CHRISTMAS SHIP.” 

Articles and editorials that appeared in 
hundreds of newspapers, letters of approval 
from noted people, poems and songs written 
to raise money for the enterprise, programs 
given to swell the funds—all these are given, 
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besides countless little incidents with the 
carrying on of the actual work in the different 
cities by various organizations of every sort. 





THE HUSBANDLESS WOMAN 


Among the spring books to be issued by 
Rand McNally & Company are three attrac- 
tive novels. ‘‘THE HUSBANDLESS 
WOMAN,” by Lilian Bell, author of “The 
Love Affairs of an Old Maid,” “Hope Lor- 
ing,’ “Carolina Lee,’ ‘The Expatriates,’’ 
ete., which promises to become an instanta- 
neous hit. It is one of the sweetest love 
stories ever told, fairly teeming with humor 
and pathos. Miss Bell has woven a charming 
narrative about little Miss Mattie Morning- 
glory, a warm-hearted and impulsive little 
milliner, whose first affections are centered on 
a worthless secamp, who has deceived and 
robbed her. 

The description of this robbery and _ his 
capture is a masterpiece and O. Henry could 
not make a more gripping story of his fight 
with the police. 

The arrest and exposure of her sweetheart 
open Miss Mattie’s eyes and the subsequent 
shock sends her to a hospital. Here, while 
recovering from the grief over her shattered 
dream, she is aroused from the selfishness of 
her disappointment by learning that an 
operation is to be performed on a beautiful 
orphan child in the cot adjoining hers; an 
operation which is so dangerous that there 
is slight hope of the child’s recovery. Little 
Gracie is adopted by Miss Mattie and in this 
act is laid the cornerstone of the beautiful 
love story of cultivated, fastidious Matthew 
McCave and this gentle, innocent minded old 
maid; a story through which Miss Mattie’s 
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unselfish Christianity shines with a brilliancy 
which is reflected by all who come in contact 
with her. 


MY FRIEND PHIL 


Another is “MY FRIEND PHIL,” by 
Isabel Peacocke, an Australian writer. This 
is the story of a little boy with a question 
mark following his every sentence, and is a 
most unusual and bewitching production. 
Little Phil takes hold of the heart with a 
grasp which does not easily let go. While 
the story abounds in childish incidents, it 
is not primarily for children; indeed, no child 
could comprehend the fine points of the 
writing which lend to it its chief charm. 

Phil plays an important part in bringing 
to successful issue a love affair, but it is 
through two serious accidents to the child 
that they are most closely bound together. 
The simplest incidents are clothed with new 
meaning when viewed through the eyes of 
this child, precocious beyond measure, yet 
tender and loving and childlike in action. 
He has an uncanny way of delving to the 
secret recesses of man’s innocent misunder- 
standings and delusions concerning the most 
everyday happenings, his absolute loyalty 
to his big friend and sublime confidence in 
the omnipotence of God to make all things 
right and just as his little mind had con- 
ceived them, furnish irresistibly comical and 
enticing reading. 


“—]T CONQUERED” 


The third novel is ‘‘“—I CONQUERED,” 
by Harold Titus, a writer well known to 
magazine readers. It is a story of the new 
West; of a real man’s awakening to the fact 
that his crop of wild oats was a bit too 
healthy; of his determination to throw off the 
hold of the drink habit and to readjust him- 
self by life in the open. 

There is so much red blood in the charac- 
ters that it is impossible to withhold interest 
in their every action, while the story of the 
horse, ‘“‘The Captain,’ a wonderful, free 
runner of the plains, is absolutely entrancing. 

This is a book which quickens the pulse 
beat and refuses to be side tracked until the 
last chapter is completed; the last paragraph 
scanned. It is filled with the flavour of the 
soil and the atmosphere of the plains. 


These three stories will be well worth 


reading. If you can not get them of your 


dealer, order direct from Rand MeNally & 
Company, Chicago, for delivery on April 15, 
1916. 


BUSINESS OF GOVERNMENT 


Bankers and business men generally who 
take an interest in the government of their 
town, city or state, will welcome a new series 
of books on ‘‘The Business of Government,”’ 
by Frank M. Sparks, who has written a 
plain, strong and clear treatise, dealing with 
“municipal” affairs. A second volume, to be 
issued later, will treat of the state govern- 
ment; this is to be followed by a third dealing 
with our national government. 

Mr. Sparks treats every phase of municipal 
affairs, showing weakness here and strength 
there, and at the same time binding civic 
interest and civic pride in the reader. The 
book beams with hopefulness for the ultimate 
solution of civic problems and business men 
generally will enjoy it, and doubtless profit 
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Girard 
National Bank 


PHILADELPHIA 


$ 2,000,000 
- - 4,500,000 
- 52,500,000 


Capital - - - 


Surplus and 
Net Profits 


Deposits - - - 


JOSEPH WAYNE, Jr., 
President 

EVAN mantaes oh 
e-President 

7 WIEDERSHE IM, 


ice-President 


CHARLES M. ASHTON, 
Cashier 
A. W. PICKFORD, 


Assistant Cashier 
ALFRED BARRATT 

Aegomen Cashier 
FRANCIS B. RE 

Sinan of the Board 


Have You a Philadelphia Account? 


You need one to properly handle 
your business 







The 
Hanover National 


Bank 


Pine and Nassau Streets 


New York City 


Capital $ 3,000,000 
“Bene = 15,000,000 


Profits 


We can arrange to have Banks and 
bankers draw their own drafts on 
Foreign Cities against our account 


WILLIAM WOODWARD 
President 


E. HAYWARD FERRY 
Vice President 


SAMUEL WOOLVERTON 
Vice President 


ELMER E, WHITTAKER 
Cashier 


















CHAS. H. HAMPTON 


J. NIEMANN 
Ass’t Cotes 
WILLIAM DONALD 
Ass’t Cashier 
GEORGE = LEWI Ss 
s’t Cashier 
WM. I. ee HENRY P. TURNBULL 
ss’t Cashier Ass’t Cashier 
WILLIAM: H. SUYDAM, Megr. Foreign Dept. 
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ENGINEERS 
CHICAGO 


| Central-State National Bank | 


| Memphis, Tennessee | 


Capital and Surplus $1, 000; 000.00 | 


Our Service is Prompt and Efficient 
TEST IT 














B/L drafts and other collections on | 


Memphis and vicinity a_ specialty 


Reel 





- Whitney-Central National Bank 


NEW ORLEANS, LA. 


Consolidation of the Whitney National 
Bank, Germania National Bank and Central 
Bank. Savings & Trust Company opened 
for business July 3, 1905. 


CAPITAL : $2,500,000.00 
SURPLUS ana Undivided Profits $1,597,976.08 


Depository for the State of Louisiana. 
Special Attention Given Collections. 





MORE THAN 


40 BANKS 


IN CHICAGO 
HAVE THE 


Abernethy Folding Shade 


ON THEIR WINDOWS 
MADE OF MAHOGANY 
Send for Catalog 6613 HARVARD AVE. 














For Quick Service 


under 


Any Banking System 


BORN EXCHANGE 
NAT'L. BANK 


PHILADELPHIA 






























ENGINEERS 
CHICAGO 


American 
National Bank |] | 


RICHMOND, VA. 


OLIVER J. SANDS, Presivent 


Continentalana Commercial 
National Bank 
of Chicago 


Capital and Surplus 


$1,600,000 


Collections Receive Prompt 
Attention. Correspondence 
Invited ee 


Capital $21,500,000 
Stand PR¢ $11,500,000 


and PROFITS 











GrorGeE M. REYNoLpDs 
ARTHUR REYNOLDS 
Ratew VAN VECHTEN 
ALEX. ROBERTSON 
HERMAN WALDECK 
Joun C. Crart 
James R. CHAPMAN . 


Wiu1aM T. BRUCKNER ; 


NATHANIEL R. Loscu 
Joun R. WasHBURN 
Harvey C. VERNON . 
Georce B. Smita 
Wiper Hatrery 

H. Erskine Smita 
Witson W. LamMpEeRT 
Dan NORMAN en 
GerorcGE A. JACKSON 


. President 
. Vice-President 
. Vice-President 
. Vice-President 
. Vice-President 
. Vice-President 
. Vice-President 
. Vice-President 
+ .« -« Gaemier 
Assistant Cashier 
Assistant Cashier 
Assistant Cashier 
Assistant Cashier 
Assistant Cashier 
Assistant Cashier 
Assistant Cashier 
Assistant Cashier 


| MELLON NATIONAL BANK 


Organized 1838 





The First National Bank 
OCILLA, GA. 


Capital Stock - - - 
Surplus and Profits - 


$75,000.00 
34,000.00 


$109,000.00 


Deposits - - - = = 275,000.00 


OFFICERS 
M. J. PAULK, Pres. . E. HOWELL, Vice-Pres. 
E. A. TAPP, Cashier AY CADWELL, Ass’t Cash. 


We solicit your collections and business, and 
give prompt and careful attention. 


STATE AND COUNTY DEPOSITORY 





PITTSBURGH, PA. 


8-26 


Serving hundreds of correspondents in all parts of the country has 
given the officers of this bank experience which will enable them to 
serve your bank satisfactorily. Your Pittsburgh business is invited. 


RESOURCES OVER 70 MILLIONS 








Nationalized 1865 


the American Exchange National Bank 
New York 
Total Resources over $80,000,000 


LEWIS L. CLARKE, President . 
GEORGE C. HAIGH, Vice-President 
WALTER H. BENNETT, Vice-President 





ARTHUR P. LEE, Cashier 


A commercial bank with every facility for the care of its customers. 
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A. K. DeGUISCARD, Ass’t Cashier 
E. A. BENNETT, Ass’t Cashier 
HUGH S. McCLURE, Ass’t Cashier 
WALTER B. TALLMAN, Ass’t Cashier 
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THE RAND-McNALLY BANKERS’ MONTHLY ADVERTISERS 


ANNOUNCEMENT 


WITH THE DESIRE that the Rand- 
McNally Bankers’ Directory may be of 
still greater value to subscribers, the Pub- 





lishers have at a great expense caused to be 
bonded by The American Surety Company 
of New York certain of the Attorneys whose 
names appear in the Attorneys’ List pub- 
lished and indexed in the Directory. 







Complete information is given at the 
beginning of the Attorneys’ List. 








Subscribers should familiarize themselves 
with this important feature of our service 
and it is hoped that they will avail themselves 
of the many advantages it offers. 
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Fourth National 
Bank 


Atlanta Georgia 


SATISFACTORY SERVICE 
ALWAYS 


$ 600,000. 
Surplus ard 1 000,000. 


OFFICERS 


JAMES W. ENGLISH, -— - President 
JOHN K. OTTLEY, - Vice-President 
CHARLES I. RYAN, Vice-Pres. and Cashier 
WM. T. PERKERSON, - ~ Asst. Cashier 
STEWART McGINTY, - - Asst. Cashier 
FRANK M. BERRY, - - Asst. Cashier 
HATTON B. ROGERS, - - Asst. Cashier 


Capital 


Correspondence Invited 


The 
Colorado National Bank 


Denver, Colorado 






UNITED STATES DEPOSITORY 


We invite your Denver Banking Account 


-$ 500,000 


oo eae 


Surplus and 
Undivided Profits . 1,500,000 


- 16,000,000 


Deposits . .. . 










GEO. B. BERGER, Pres. 
HAROLD KOUNTZE, Vice Pres. 
and Chairman of the Board 
DENNIS SHEEDY, Vice Pres. 
WM. B. BERGER, Cashier 


T. R. FIELD, J. H. KOLB, K.H. WOODWARD 
Asst. Cashiers 


We furnish Kountze Brothers, 
New York, Foreign Letters of Credit 


Our Collection Facilities are Excellent 


AM! NATIONS AND REPORTS 


LESBY & CO., ENGINEERS 
& COM’L BANK BLDG. :: CHICAGO 
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CHARTERED 1836 


GIRARD TRUST 
COMPANY 


N. E. Cor. BROAD anv CHESTNUT STS, 
PHILADELPHIA 


Acts as Executor, Administrator, Trustee, Assignee, 
and Receiver. _ Financial Agent for Individuals or 
Corporations. Interest allowed on Individual and 
Corporation Accounts. Acts as Trustee of Corpor- 
ation Mortgages. Depositary under plans of Reorg- 
anization, Registrar and Transfer Agent. Assu umes 
entire charge of Real Estate. Safes to Rent in 
Burglar-Proof Vaults. 


» _B. MORRIS, President 
Ww. ELY, 1st Vice-President 
A. A. vac KSON, 2d Vice-President 
CHARLES J. RHOADS, 3d_V.-P. and Treasurer 
GEORGE H. STUART III, Ass’t Treasurer 
EDWARD 8. PAGE, Secretary 
SAMUEL W. MORRIS, Ass’t Secretary 
JONATHAN M. STEERE, Trust Officer 
MINTURN T. WRIGHT, Real Estate Officer 


MANAGERS 
EFFINGHAM B. MORRIS JAMES SPEYER 
JOHN A. BROWN, JR. EDWARD J. BERWIND 
JOHN B. GARRETT RANDAL MORGAN 
WILLIAM H. GAW EDW. T. STOLESBURY 
FRANCIS I. GOWEN CHAS. E. INGERSOLL 
GEORGE H. M’FADDEN JOHN 8S. JENKS, JR. 
HENRY TATNALL HENRY B. COXE 
ISAAC H. CLOTHIER E. C. FELTON 
ISRAEL W. MORRIS WILLIAM T. ELLIOTT 
C. HARTMAN KUHN W. HINCLE SMITH 
THOS. DEWITT CUYLER B. DAWSON COLEMAN 





The Merchants : 
National Bank 


Andianapolis, Indiana 





CAPITAL 


$1,000,000 








$950,000 cearnep) 


O. N. FRENZEL, President 
J. P. FRENZEL, Vice-President 
FRED’K FAHNLEY, Second Vice-President 
OSCAR F. FRENZEL, Cashier 
J. P. FRENZEL, Jr., Assistant Cashier 





SURPLUS and UNDIVIDED PROFITS 
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Established 1884 United States Depositary 


THE 


Denver National Bank 


DENVER, COLORADO 


Capital 
$1,000,000 


Surplus and Profits 
$1,323,930 


OFFICERS 


J. A. THATCHER, Chairman of the Board 
J. C. MITCHELL HARRY C. JAMES 
President Vice-President 
HENRY M. PORTER JOHN F. CAMPION 
Vice-President Vice-President 
EDW. S. IRISH J. W. HUDSTON 
Cashier Ass’t Cashier 


W. FAIRCLOTH B. F. BATES 
Ass’t Cashier Ass’t Cashier 


Transacts a General Banking Business. Care- 
ful and Prompt Attention Given to All Business. 
Collections a Specialty. Travellers’ Circular 
Letters of Credit Issued, Available in All Parts of 
the World. Acts as Reserve Agent for National 
Banks. All Facilities Consistent with Sound 
Banking Carefully Extended. Correspondence 
Solicited. 





BANK OF NORTH AMERICA 


(NATIONAL BANK) 
PHILADELPHIA 


CAPITAL + - = = = = = = $1,000,000.U0 
SURPLUS - . - = = = = =  2,250,000.00 
NET PROFITS, over = - - - = - 371,000.00 
DEPOSITS, over - - - = = = 14,600,000.00 
HARRY G. MICHENER, President 
SAMUEL D. JORDAN, Cashier 
WILLIAM J. MURPHY, Ass’t Cashier 


RICHARD S. McKINLEY, Ass’t Cashier 
CHARLES M. PRINCE, Ass’t Cashier 








ESTABLISHED 1870 


MERCHANTS NATIONAL BANK 
RICHMOND, VIRGINIA 


JOHN KERR BRANCH, Pres. GEO. H. KEESEE, Ass’t Cashier 

THOS, B. McADAMS, V.-P.& C’r G. JETER JONES, Ase’t Cash. 

JOHN F. GLENN, V.Pres. A. C. BAYLIS, Ase’t Cashier 

vd. R. PERDUE, Ase't Cashier W.F. AUGUSTINE, Ase’t Cash, 
J. C. WHITE, Ass’t Cashier 

CAPITAL #= - - $200,000.00 

SURPLUS AND PROFITS 71,200,000.00 

DEPOSITS - - = 7,300,000.00 

WE CAN MEET YOUR BANKING REQUIRE= 
MENTS INTELLIGENTLY AND TO 

YOUR SATISFACTION 


EXAMINATIONS AND REPORTS 


BYLLESBY & CO., 
CONT'L & COM'L BANK BLDG. :: CHICAGO 


Chartered by Conti- 
nental Congress 1781 
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The Wisconsin 


National Bank 
of Milwaukee 


L. J. PETIT 
HERMAN F. WOLF 
L. G. BOURNIQUE 
WALTER KASTEN Vice-Presider:t 
J.M. HAYS Cashier 
FRANZ SIEMENS Asst. Cashier 
WILLIAM K. ADAMS Asst. Cashier 
F. K. McPHERSON Asst. Cashier 
A.V. D. CLARKSON Asst. Cashier 


Capital - $2,000,000 
Surplus - 1,000,000 


United States Depository 


President 
Vice-Presider:t 
Vice-President 


Special Attention Given to Collections 


All Business Entrusted to this Bank will be 
attended to carefully and without delay 


The New 


Farley National Bank 
MONTGOMERY, ALA. 


OFFICERS 


LOUIS B. FARLEY : : President 
B. P. CRUM - . 1st Vice-President 
J.S. PINCKARD - ; - 2d Vice-President 
M. A. VINCENTELLI - : _ Cashier 
GROVER KEYTON - Manager Savings Dept. 


Capital - $200,000 
Surplus and 
Profits - - 54,410 


@ We collect direct all items payable 
at other Alabama points, 


@, We do not favor indirect methods 
of collecting any of our Southern 
items. :-: tt 3 3-3 S23 









































EXAMINATIONS AND REPORTS 


M. BYLLESBY & CO., ENGINEERS 
CONT'L & COM’L BANK BLDG. :: CHICAGO 



















AUSTRALIA AND NEW ZEALAND. 


BANK OF NEW SOUTH WALES. | 


(ESTABLISHED 1817). 
Paid-up Capital . - . I, - $17,500,000.00 
Reserve Fund eas - - 12,750,000.00 
Reserve Liability of Proprietors - - Re - - 17,500,000.00 
= - $47,750,000.00 
Aggregate Assets 31st March, 1915 $267,915 918,826.00 
J. RUSSELL FRENCH, General Manager. 


346 BRANCHES and AGENCIES in the Australian States, New Zealand, Fiji, Papua (New Guinea), and London. 
Th 1e Bank transacts every description of Australian Banking Business. Wool and other Produce Credits arranged. 


Head Office: GEORGE STREET, SYDNEY. London Office: 29, THREADNEEDLE STREET, E. C. 


THE BANK OF TORONTO 


Head Office, TORONTO, CANADA. Incorporated, 1855 
PAID UP CAPITAL JT $ 5 000 000 Bankers in New York, Nat'l Bank of Commerce 
RESERVED FUNDS 8 6.402.810 Bankers in Chicago, First National Bank 
ae ’ ’ 


Bankers in Great Britain, The London City & 


TOTAL ASSETS - $60,000,000 Midland Bank Lt'd. 
GENERAL BANKING BUSINESS CONDUCTED 


Our numerous Branches and extensive list of banking correspondents in Canada enable us to 
offer to United States Banks and business houses a prompt and accurate Collection Service 


THOS. F. HOW, General Manager J. R. LAMB, Supt. of Branches 
T. A. BIRD, Chief Inspector 











THE BANK OF OTTAWA 


ESTABLISHED 1874 HEAD OFFICE, OTTAWA, CANADA 









CAPITAL AUTHORIZED $5,000,000 
CAPITAL PAID-UP 3,500,000 
REST AND UNDIVIDED PROFITS 4,118,167 


This Bank is in a Position to Undertake any kind of Banking Business and has Special 
Facilities throughout the Dominion of Canada for the Collection of Commercial Paper 


NEW YORK AGENTS: BANK OF MONTREAL, NATIONAL BANK OF COMMERCE 























THE CANADIAN BANK OF COMMERCE 


Established 1867 


Head Office: TORONTO ve EN, YORK AGENCY: | 

Paid-up Capital $15,000,000 Reserve Fund $13,500,000 
SIR EDMUND WALKER, C. V. O., LL. D., . L., President 

ALEXANDER LAIRD, General Manager OHM AIRD, po General Manager 







Over 380 Branches throughout Canada, and in the United States, England and Mexico 


This Bank, with its large number of branches, offers to correspondents unexcelled facilities 
for the transaction of every kind of ae business in Canada and all parts of the world 
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AND REPORTS 


co., ENGINEERS 
BLDG. :: GHICAGO 

















See OTOP 


H. B. MACKENZIE - - - _General Manager }% McEACHERN - Supt. of Central Branches, Winnipeg 
H. A. HARVEY - Supt. of Eastern Branches, Montreal . GILLARD, A. S. HALL and N. V. R. HUNS 


O. R. ROWLEY - - - Chief Inspector Inspectors 
J. ANDERSON - = = = Superintendent of Branches B.C. GARDNER and H. R. POWELL 
Assistant Inspectors 


Tee Bank of British North America 


Paid-Up Capital - $4,866,666.66 Reserve Fund -$3,017,333.33 


BRANCHES THROUGHOUT CANADA 
Established in 1836 Incorporated by Royal Charter in 1840 
Head Office: 5 Gracechurch St., LONDON, E. C. Head Office in Canada: St. James Street, MONTREAL 


Agencies in the United States: NEW YORK, 52 Wall St., W. T. Oliver and P. - a cents. CHICAGO: 
Merchants Loan and Trust Company. SAN FRANCISCO, 264 California St., A. G. Fry and A. S. Ireland, Agents. 











| 
| 


: Northwestern National Bank 
F MINNEAPOLIS, MINN. Established 1872 





' EDWARD W. DECKER, President ROBERT E. MACGREGOR, Cashier 
JOSEPH CHAPMAN, Vice-President 8. H. PLUMMER, Ass’t Cashier 
JAMES A. LATTA, Vice-President H. P. NEWCOMB, Ass’t Cashier 
ALEX. V. OSTROM, Vice-President W. M. KOON, Ass’t Cashier 
WM. E. BRIGGS, Vice-President HENRY J. RILEY, Ass’t Cashier 


TOTAL RESOURCES - - += $51,500,000 | 











Union 
National Bank 


Cleveland, Ohio 


Capital - - - $1,600,000 
Surplus and Profits 1,075,000 


Bank of Pittsburgh 


ational Association 








OLDEST BANK IN THE UNITED | 
STATES WEST OF THE 
ALLEGHANY MOUNTAINS 















Invites accounts of conservatively 
managed banks. Collections made in all 
parts of America and abroad. In daily 
pean, with practically every 

anking point in western Pennsylvania 
and West Virginia.- ~~ ~ ~ 












OFFICERS 


: 





















: WARREN S. HAYDEN, Chairman of the Board a 
a GEORGE A. COULTON, President ae 
WILLIAM E, WARD. Vice-President Capital $2,400,000 
SLMER E. SSWELL, ice-Presiden 
WALTER C. SAUNDERS, Cashier Surplus - - 3,000,000 
FRED W. COOK Assistant Cashier 







ARCHER E. C HRISTI AN, Assistant Cashier 






































CARL F. MEAD, Assistant Cashier —OFFICERS— 
eeee HARRISON NESBIT : : : _: President 
ee WILSON A. = %,% — —— and 

: : t 

We invite the accounts of Banks and ‘CR AMEER ss 3 st) Wicstaeneee 
.F. BICKEL  ;: zo: Vice-President 
Bankers, and offer the best terras J.M. RUSSELL_: : Vice-President 
i . . : ALEXANDER DUNBAR : : : + Cashier 
consistent with conservative banking EM. SEIBERT : : Ase’t Cashier 
GEO. F WRIGHT. : 2 : : Ase’'t Cashier 
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LLOYDS BANK 
LIMITED. 


Head Office: 


71, | LOMBARD STREET, LONDON, E. Ce 


($5 = £1. ) 
Capital Subscribed $ 156,521,000 


25,043,360 
18,000,000 
Deposits, &c. - 590,869,295 
NN &c. - - 297,198,235 





Capital paid up 
Reserve Fund - 


THIS BANK HAS OVER 880 OFFICES 
IN ENGLAND AND WALES. 


Colonial and Foreign Department : 
17, Cornhill, London, E.C. 


French Auxiliary: LLOYDS BANK (FRANCE) LIMITED, 
with Offices at Paris, Bordeaux, Biarritz & Havre. 


The First National 


B an kb OF ——ae 


CAPITAL SURPLUS and PROFITS 


$1,000,000 $350,000 


Texas Items and Collections Handled Direct 


NATIONALIZED 1885 
National Bank of Tacoma 


TACOMA, WASH. 


R. S. STACY, Pres. W. M. LADD, Vice-Pres. 

G. S. LONG, Vice-Pres. E. T. WILSON, Vice-Pres. 

STEPHEN APPLEBY, Cashier 0D. A. YOUNG, Ass’t Cashier 
R. R. MATTISON, Ass’t Cashier 


OLDEST BANK IN TACOMA 


Capital, $1,000,000 Surplus, $170,000 
UNITED STATES DEPOSITORY 


We Want your Tacoma Bank Account and Collection Items for the 
Pacific Northwest. Superior Facilities. Moderate Rates. 


A Service based on the 
facilities and experi- 
ence gained during 
half a century is ex- 
tended to Banks and 
Bankers by The First 
National Bank of 
Chicago. Correspond- 
ence is invited by this 
old, strong and con- 


servative bank. : : : 


The Seaboard 
National Bank 


of the City of New Pork 





Efficiently Serves a Large Territory 
East, West, North and South 


Accounts Solicited 


. Bayne, President 

. NELSON, Vice-President 
. THOMPSON, Vice-President 
GILL, Vice-President 

c CLEVERLEY, Cashier 
- De Vausney, Ass’t Cashier 
” Bory, Ass’t Cashier 

M. Jerrerps, Ass’t Cashier 


enranney 
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F. O. WATTS, Presivent ~ _ 


D’ A. P. COTKE 
Ass’'T CASHIER 
H. HAILL 
ASS’'T CASHIER 
-E. C. STUART. 
Ass’'T CASHIER 
WwW. W. SMITH M. E. HOLDERNESS 
VICE-PRESIDENT Ass’'T CASHIER 
J. R. COOKE % Ww. C. TOMPKINS 
CASHIER AUDITOR 


T. WRIGHT 
VICE-PRESIDENT 
R. S. HAWES 
VICE-PRESIDENT 

F. K. HOUSTON 
VICE-PRESIDENT 


COR. BROADWAY AND OLIVE 


Resources, $38,000,000.00 









SIXTH IN THE UNITED STATES 


HE Old Colony Trust Company of Boston was incorporated May 8th, 1890, and while | 
it is not, comparatively speaking, an old banking institution, it holds a position in 

the public confidence of which its officers and directors are justly proud. 
With resources in excess of one hundred million dollars, it ranks as the sixth largest 
trust company in the United States. 


Ola Colony Trust Company. 


Member Federal Reserve 7 





CITIZENS NATIONAL BANK 


CINCINNATI, OHIO 
UNITED STATES, CITY AND COUNTY DEPOSITORY 


CAPITAL - . $2,000,000.00 
SURPLUS and PROFITS 2,126,850.00 


G. % GRIFFITH, Pres. W. A. TF FPUan, Vice-Pres. pe GOEPPER, Vice-Pres 

s. . RICHARDSON, Cashier KNOX, Ass’t Cashier C. SMITH, Ass’t Cashier 

ae of banks, bankers, corporations, ae and individuals accepted on vd most liberal terms consistent 

with modern and careful banking. Travelers’ letters of credit issued on Union of London and Smith’s Bank, 
Limited, London. Collections a specialty. 





.. UNITED STATES DEPOSITORY .... THE OLDEST NATIONAL BANK IN THE COTTON STATES.. 


C. E. CURRIER, President FRANK E. BLOCK, Vice-President AS. S. FLOYD, Vice-President 
G. R. DONOVAN, Cashier J. S. KENNEDY, Assistant Cashier . D. LEITNER, Ass’t Cashier 


ATLANTA NATIONAL BAN ATLANTA, GA. 


NO. 1559. 


DIRE“ rORS—C. E. Poon ig F. E. Block, J. S. Floyd, G. R. Donovan, J. J. Spalding 
Asa G. Candler, E H. Inman, A. E. Thornton. , , 


CAPITAL $1,000,000 SURPLUS AND $1,300,000 
DEPOSITS 7,300,000 UNDIVIDED PROFITS ioe a, 


Transacts a general banking business. Accounts of Sanks, bankers, merchants, and others solicited. 
All correspondence receives our immediate attention. We ‘collect direct on all points in the State. 
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EXAMINATI 


v 
H. M. BYLLESB 
CONT’L & COM'L 





° 
Y 
B 






ANNAH B 
oN . ANE 


SAVANNAH, GA. 

CAPITAL - - - - - = - $ 630,000 
Surplus and Profits - - - - - 600,000 
posits - - - - - - - - 2,500,000 
We Invite Accounts from Banks and 
Bankers, Corporations and Individuals 


Personal Attention Given to Collections. 


| THE RALEIGH BANKING 


AND TRUST COMPANY 
RALEIGH, NORTH CAROLINA 


Successors to 
THE RALEIGH NATIONAL BANK, 1865-1885 
THE NATIONAL BANK OF RALEIGH, 1885-1905 


An Honorable Record for nearly 50 years. 
Send Us Your Collections. Prompt Ser- 


vice, Low Rates. 
CORRESPONDENCE SOLICITED 


Third National Bank 


ATLANTA, GA. 
FRANK HAWKINS : : President 
OHN W. GRANT - - : Vice-President 






Vice-President 


s ° - Cashier 
i c . . Assistant Cashier 
M. BERGSTROM  =- - - Assistant Cashier 


\ 4 Capital and Surplus . $1,150,000 
Deposits - > os - . 4,500,000 


Collections Promptly and Carefully Made by 
Competent Employees 








DESIGNATED DEPOSITARY 
of the UNITED STATES 


First National Bank 
LOS ANGELES, CAL. 
CAPITAL : : - . $1,500,000 
SURPLUS & UNDIVIDED PROFITS 2,235,000 


OFFICERS 


J.M. ELLIOT, Pres. W. T. 8S. HAMMOND, Cashier 
STODDARD JESS, Vice-Pres. A. C. WAY, Ass’t Cashier 
W. C. PATTERSON, Vice-Pres. £&. S. PAULY, Ass’t Cashier 
JOHN P. BURKE, Vice-Pres. E. W. COE, Aes’t Cashier 
JNQ, 8. CRAVENS, Vice-Pres. A. B. JONES, Aas’t Cashier 















ANK BLDG. :: CHICAGO 
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AND REPORTS 


s 
& CO., ENGINEERS 








NOTICE 


KANSAS BANKERS’ ASSOCIATION 
KENTUCKY BANKERS’ ASSOCIATION 


MONTANA BANKERS’ ASSOCIATION | 


OHIO BANKERS’ ASSOCIATION 
have made The Rand-McNally Bankers’ 
Directory the official directory for the 
respective associations. This directory 
| ts also the official numbering agent for 


THE AMERICAN BANKERS’ ASSOCIATION 
























C. A. PRATT, President E. F. HUSSMAN, Cashier 
E. G. THOMPSON, Vice-Pres. R. H. THOMPSON, Ass't Cashier 
HARRY LASKER, Vice-Pres. THE W. B. KENNEDY, Ass’t Cashier 


EXCHANGE NATIONAL BANK 


LITTLE ROCK, ARK. 






CAPITAL, Paid Up - - $ 300,000 
SURPLUS and Undivided Profits 235,000 
DEPOSITS a ee 1,950, 000 


Ww e Solicit your Arkansas Collections, particul: ~ 
| your Little Rock Items. Correspondence Invited 


















OWEN T. REEVES, Jr. : . Present 
M.W. TILDEN . |.) Wiee-PRESIDENT 
GEO. M. BENEDICT ... . . CASHIER 












4 } MERCER... |. . . Ass’? CasHIER 
- GATES . . « « « « Ass’? CasHIER 























The 
Drovers National 
Bank 


Union Stock Yards, Chicago 
































Capital and Surplus 
$1,000,000.00 
















Has the Same Facilities for Reserve Deposits 
as Any Other Chicago Bank 










To Banks and Bankers having more or less Live Stock 
Business, this Bank offers exceptional Advantages, 
and solicits correspondence as to terms and facilities 












COMMERCIAL ATTORNEYS 
THE UNITED STATES 


AND 









IN 
CANADA 


NAMES GIVEN IN THIS LIST ARE RECOMMENDED TO US 





AS BEING ENTIRELY TRUSTWORTHY AND RESPONSIBLE 





IN MATTERS OF COMMERCIAL LAW, COLLECTIONS, AND 





ANY LEGAL BUSINESS ENTRUSTED TO THEM 








Town and County 


























Name 








RAY O. MILLER, State's 
Attorney. 


























BURCH, PETERS & CON- 
NOLLY, First Nat’: Bk. Bldg. 
Refer to Brighton German 
Bank Co. 


FRANK L. WELLS. 
JOHNSON & CORDELL. 

Reference: State Nat'l Bank. 
AMIL H. JAPP. 


KIRKPATRICK & MAX- 
WELL. 





Name Town and County 
ARIZONA NORTH DAKOTA 
GaPhonix**} ..Maricopa| BAKER & BAKER, Refer- 
ence: Valley Bank. aStanley**t ..Mountrail 
CALIFORNIA ° 
tockton**t 8’n Joaquin WEBSTER, WEBSTER & 
# BLEWETT. CHIO 
COLORADO aCincinnati**t Hamilton 
sOrdway **t... Crowley |JOHN M. MEIKLE, Refers to 
any bank in the citv. 
CONNECTICUT 
New Britaint*t Hart'd GEORGE W. ANDREW OKLAHOMA 
FLORIDA ; aFairview**t ....Major 
aFort Myers**t..... Lee R. W. RANDELL. sHoldenville**t .Hughes 
Ybor City**t .Hillsboro HARRY N. SANDLER. Walter**+ Cott 
eee eee | aan eee eee Sere ere Hg 
ILLINOIS alter**} ...... otton 
aMt. Carmel**}.Wabash HOWARD P. FRENCH. PENNSYLVANIA 
aQuincy**t ..... Adams a ts ‘a. a plantas sidisheicin teeth 
4- tern g. Refers to aEaston**t .. \ 
State Sav. Loan & Trust Co. as ae 
INDIANA ; SOUTH CAROLINA 
aValparaiso**t ...Porter F. R. MARINE. Reference: 


Farmers Nat'l Bank and State 
Bank of Valparaiso. 





KENTUCKY 


aCalhoun**t ....McLean WM. B. NOE. 

aCovington**t ...Kenton BURCH, PETERS & CON- 
NOLLY. General practice. 

SNOW-CHURCH & CO. Legal 
Department. Practicein State 
and federal court. Desposi- 
tions taken before W.M. Sale. 
Notary Public. Reference: 
Any bank or trust company 
in Louisville, Kentucky. 

BURCH. PETERS & 
CONNOLLY. General prac- 
tice. 





aLouisville**t . . Jefferson 


aNewport**t ..Campbell 





MICHIGAN | 
Boyne City**Charlevoix ' HARRIS & RUEGSEGGER. 
Boyne Falls**t See Boyne City. 


Charlevoix 
Tecumseh**}..Lenawee FRED’K B. WOOD. General 
Law Practice. 


MISSOURI 


Crocker**t 
Diners... Pulaski 
Richland*® -Pulaski 
aSt. Joseph**t Buchanan 


___ MONTANA : ; 

aBig Timber**tsSweetGr. |JOHN B. SELTERS. 

_ Medicine Lake*.. Valley J. A. HEDER. 
NEW MEXICO 


Artesia* ®t ....... E 
aCarlsbad* *t . 


NEW YORK 


sKingston**t Ulster 
aNewYork City**t 
New York 








.-Pulaski ROY W. REED. 

See Crocker. 

See Crocker. 

SPENCER & LANDIS, At 


torneys for Burnes Nat. Bk. 














J. H. JACKSON. 
BUJAC & BRICE. 








WM. D. BRINNIER. 


JOSEPH A. ARNOLD and 

| assistants. Rooms 70 and 75, 
22 William St. General prac- 

| tice in all State and Federal 
courts. Bankruptcy matters. 
Colleetions given assidu- 
ous attention. Commissions 
carefully executed. Refers to 
the Farmers Loan & Trust 
Co . New York Citv 








sCon wa y* a esti eiinhas Horry 
Mullins**t...... Marion 


H. H. WOODWARD. 
HOYT McMILLAN. 





SOUTH DAKOTA 














aSioux Falls**t BAILEY & VOORHEES, 
Minnehaha Attorneys for Sioux Falle 
Nat. Bank, W. U. Tele- 
graph Co., Ill. Cen. R. R. Co. 
American Surety Co., and 
R. G. Dun & Co. 
TEXAS 
aDalhart**¢ ....Dallam CLIFFORD BRALY and W. 
B. CHAUNCEY. 
Higgins**t.. . Lipscomb ADKINS & SEWELL. 
WASHINGTON 





aColville**t...... Stevens 
aDayton**t. ..Columbia 
Kennewick*® .. . Benton 


NOVA SCOTIA 
Halifax*et ..... Halifax 


STULL, WENTZ & BAILEY. 
ROY R. CAHILL, 
MOULTON & JEFFREY. 


ALFRED Ww HITMAN, B.A 
L.L.B., Barrister, Solicitor, 
and Notary Public, 8 Prince 
Street. Particular attention 
given to collections, mercan- 
tile and admiralty business. 
References by permission: 
Royal Bank of Canada, Hali- 
fax; A. and W. Smith & 

Halifax, Nova Scotia; 

Knauth, Nachod & Kihne, 

Bankers, New York City and 

Leipzig, Germany; Elder & 

Whitman, Attorneys-at-Law, 

Pemberton Bldg., Boston, 

Mass. 





QUEBEC 





| YQuebec**t enter’ Quebec oe eer BAILLARGEON * 


| 


BELLEAU, _ Barristers. 
Attorneys for La Banque 
Nationale and the Quebec 
By. Light, Heat & Power 

0. 


Report Name Taken from Rand McNally & Co.’s Bankers’ and Attorneys’ Directory List. 


4County Seat. *Money Order Office. 


*Express Office. 


(79) 715228 


tTelegraph Station. 


{State Capital 


ENGINEERS 
CHICAGO 


GROUND WILL SOON BE BROKEN FOR 


CHICAGO’S NEW PRODUCE TERMINAL 


- PRODUCE TERMINAL: CORPORATION 
THIRTENINTIOST 6 ASMLAND ANE 
CHICAGO ILL @ 


Plan of Chicago’s Produce Terminal 


This project involves a total investment of $20,000,000. It embraces 100 
acres on the south side of Thirty-ninth Street from Ashland to Western Aves. 


OFFICERS AND DIRECTORS 


JOHN A. SPOOR, President 
ARTHUR G. LEONARD, Vice-President ANDERSON PACE, Secretary H. E. PORONTO, Treasurer 


RICHARD FITZGERALD W. C. LANE F. H. PRINCE EUGENE V. R. THAYER 


CRANE COMPANY’S | 56,000,000 WORKS 


Now Completed at Forty-first 
Street and Kedzie Avenue 


ae 


Over 2,000x240 feet completed. This Plant is six miles from the City Hall and 
one-half mile south of Drainage Canal. Employs from 6,000 to 7,000 hands 
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______TERRA COTT 
BANK FRONTS 





It is an accepted business maxim, that attractive 
buildings and pleasant surroundings stimulate com- 
mercial activity. 


Wide awake Bankers have expressed the value of 
this idea in the dignified and substantial Bank Buildings 
you see in almost every city. 


aa 


The Aberdeen, 
S. D. National 
Bank owes its 
attractiveness to 
MIDLAND 
white enamel 
terra cotta. 


i | MIDLAND 
) | <——=TERRA COTTA 
COMPANY 


1515 LUMBER EXCH. 
_CHICAGO, ILLINOIS 
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“THE GREATEST LITTLE BANK | 
IN THE WORLD” 


COMBINATION LOCK FEATURE FACE NUMERAL DIAL HOLDS 50 DIMES 


This little bank (Pat. Aug. 31, 1915), together with our distribution plan which we give 
gratis, has built up the savings departments of hundreds of banks throughout the country. 
What it has done for others it will do for you. 


Seventy thousand of these pocket dime banks are being used by one Chicago bank to 
eliminate waste in obtaining savings accounts with most remarkable success. 
A New England banker wrote us in June—‘‘We have used 58,000 of 


your dime banks. Since ,May Ist, 1914, our savings department has 
grown in deposits 196% 


A Pittsburgh, Pa., athens wrote us about the same time—‘‘Since we 
began using the banks, December 18, 1914, there have been 2,228 banks 
brought in, the total deposits amounting to $9,337.08. Additional money * 
is deposited with the dimes that the banks contain. 


A banker in a town of 2,500 population in Illinois recently wrote—‘Of 
the 500 pocket dime banks which we ordered from you, nearly 350 are now 
out and working for us. We have found them a great help in obtaining 
savings accounts, and have opened 100 savings accounts in the last 90 
days with these banks.” 

The names of the bankers referred to above will be gladly 
given upon request. Likewise full information regarding the 
obtaining of new savings accounts at an extremely low cost 
and the elimination of waste in doing so. 


It is advisable that you write immediately for exclusive use in your city 


PARISIAN NOVELTY COMPANY 


Maker of high-class Advertising Specialties 


141-151 W. 22nd St. CHICAGO 


et 








FIRST SAFETY ALWAYS 


ACCURATE, CONSERVATIVE, PROVABLE, GUARANTEED 
APPRAI SEMENTS 
CLEVELAND 


MILWAUKEE ; ’ New England Bldg. 
Colby-Abbott Bldg. ] CINCINNATI 
ST.LOUIS re First Nat'l Bank Bldg. 
Pierce Bldg. COGNIZED AUTHORITIES ON PrIYSICAL VALUES INDIANAPOLIS 
DETROIT j \ 3434 Salem St. 
Buhl Block os ~ — SS TORONTO, CAN. 
. XC APE Me Traders Bank Bldg. 


BAKER, VAWTER & WOLF 


AUDITORS—INVESTIGATORS —A PPRAISERS 
DEVISERS OF FINANCIAL AND COST SYSTEMS 


CHICAGO DES MOINES MUSKOGEE HOUSTON 
INDIANAPOLIS LOS ANGELES WICHITA SHREVEPORT 
NEW YORK OKLAHOMA CITY DALLAS 


TELEPHONE GENERAL OFFICES 
CENTRAL 4518 TRIBUNE BUILDING CHICAGO 
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